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STUDY OF OPERATIONS OF MILITARY SEA 
TRANSPORTATION SERVICE 


FRIDAY, MARCH 26, 1954 


House oF REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE To CONSIDER OPERATIONS OF 
Miurrary Sea TRANSPORTATION SERVICE OF THE 
CoMMITTEE ON Mercuant MARINE AND FISHERIES, 
Washington, D. C. 

The Special Subcommittee To Consider the Operations of the Mili- 
tary Sea Transportation Service met, pursuant to notice, in room 219, 
Old House Office Building, at 10 a. m., the Honorable John J. Allen, 
Jr. (subcommittee chairman) presiding. 

Mr. Atten. The subcommittee will come to order. 

The Chair would like to make a statement at the outset. 

The Special Subcommittee To Consider the Operations of the Mili- 
tary Sea Transportation Service was appointed to conduct an investi- 
gation of the Military Sea Transportation Service in its relation to the 
development and operation of the merchant marine. 

The special subcommittee consists of the following membership : 

John J. Allen, Jr., chairman; Walter Norblad; John H. Ray; 
Herbert C. Bonner, and Edward A. Garmatz. 

The declaration of policy set forth in section 101 of the Merchant 
Marine Act, 1936, defines the need, the purpose, and the character of 
an adequate American merchant marine in the following terms: 


TITLE I DECLARATION OF POLICY 


Sec. 101. It is necessary for the national defense and development of its foreign 
and domestic commerce that the United States shall have a merchant marine (a) 
sufficient to carry its domestic waterborne export and import foreign commerce 
of the United States and to provide shipping service on all routes essential for 
maintaining the flow of such domestic and foreign waterborne commerce at all 
times, (b) capable of serving as a naval and military auxiliary in time of war or 
national emergency, (c) owned and operated under the United States flag by 
citizens of the United States insofar as may be practicable, and (d) composed 
of the best equipped, safest, and most suitable types of vessels, constructed in 
the United States and manned with a trained and efficient citizen personnel. It 
is hereby declared to be the policy of the United States to foster the development 
and encourage the maintenance of such a merchant marine. 


Since the enactment of the basic merchant marine and shipping acts 
there have been extensive economic, political, and military changes, 
both domestic and international, which urge the necessity for reviewing 
our maritime policy in the light of current conditions. Such a review 
is particularly important in view of our greatly increased and wide- 
spread military commitments and the attendant volume of ocean 
transportation required to support these commitments. In this con- 


1 
























MILITARY SEA TR SERVICE 





ANSPORTATION 





nection, the committee is se1 iously concerned with the present low state 
of the privately owned and operated merchant marine, the lack of a 
vigorous program to develop and maintain it in a healthy condition, 
and the question as to W hether the activities and policies of the Military 
Sea Transportation Service have contributed to these results, or 
whether the MSTS was established, in whole or in part, because of 
the failure of the 1936 act, or the impleme ntation thereof, to provide 
a sufficient auxiliary to the milit: ary forces. 

It is the understanding of the committee that the Milité ary Sea Trans- 
portation Service is operating or controlling the operation of vessels 
over the same routes as the privately owned subsidized lines. Also, 
vessels sold under the Merchant Ship Sales Act, 1946, to American 
citizens under a policy designed to foster a merchant marine for com- 
merce and defense at prices substantially below construction costs are 
said to be operating at break even or noncompensatory rates under 
charter to the Military Sea Transportation Service, or are being laid up. 

Closely related to these problems is the situation prevailing in the 
pee nse shipbuilding and ship-repair industry today where there 
are no new orders for merchant vessels of 1,000 gross tons, or over, and 
where there are allegations of Navy yards competing with private 
yards for repair work. Complaints have also been received that the 
commercial freight forwarding segment of the merchant marine is 
being severely damaged, if not forced out of business, by the refusal 
of the militar y to employ the established services of this group. 

Determination of the facts concerning the foregoing and the answers 
to the questions involved is necessary before the subcommittee can make 
a finding as to the requirements necessary to constitute a merchant 
marine capable of serving as an auxiliary to the Armed Forces in time 
of war or national emergency. 

The first witness in these hearings will be Vice Adm. Francis C. 
Denebrink, commander, Military Sea Transportation Service, who 
will explain for the benefit of the committee the nature and scope of 
the operations of his organization. 

In the course of its studies the subcommittee will wish to hear the 
views of the Department of Defense with regard to overall merchant 
marine policy as well as the details of the operation of the Department 
in the shipment of materials and personnel in ocean transportation. 

The subcommittee will also wish to hear comprehensive testimony 
from the Department of Commerce with regard to its activities in 
implementation of the policy declarations in the merchant marine and 
shipping acts, including a review of the adequacy of existing legislation 
to carry out those policies. 

The views of industry and labor will be sought to give the subcom- 
mittee the benefit of their experience in connection with the ocean 
transportation of Government cargoes in recent years. 

Moreover, in view of the important allied elements involved in the 
problem, the subcommittee expects to call on representatives of the 
shipbuilding and ship-repair industry and others who can help to 
present the picture in full perspective. 

Admiral Denebrink, the committee is going to talk about the MSTS, 
and I assure you that it wants to know exactly what it is talking about. 
So, we would like to have as full a statement as possible as to its 
operations and relationship to other services, the needs it serves, and 
any information you can give us. 
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STATEMENT OF VICE ADM. FRANCIS C. DENEBRINK, USN, COM- 
MANDER, MILITARY SEA TRANSPORTATION SERVICE 


Admiral Denesrtnk. Thank you, Mr. Chairman. Iam Francis C. 
Denebrink, Vice Admiral, United States Navy, Commander, Mili- 
tary Sea Transportation Service, and I would like to say at the ‘sage 
that I am deeply appreciative of the opportunity afforded me by the 
committee to appear and give a statement with regard to the operation 
of my organization. 

I have prepared a rather lengthy statement, and I have included in it 
five basic official documents which I think are fundamental to the 
establishment and operation of MSTS 

These five documents comprise, first, an excerpt from a memoran- 
dum from Secretary of Defense James Forrestal to the Joint Chiefs of 
Staff on January 3, 1949; second, Secretary of Defense Louis John- 
son’s directive establishing the Military Sea Transportation Service 
on August 2, 1949; third, the October 6, 1953, revision of the imple- 
menting directive issued by the Chief of Naval Operations governing 
the operation of MSTS; fourth, statement of policy of May 10, 1951, 
on relationship of the National Shipping Authority and the Military 
Sea Transportation Service by Secretary of Defense Robert Lovett ; 
and, fifth, the memorandum of agreement dated August 1951 be- 
tween the Secretary of Defense and the Secretary of Commerce con- 
cerning the relationship between the National Shipping Authority 
and the Militar y Sea Transportation Service. 

These are all important documents, Mr. Chairman; but I am con- 
cerned that if I were to read them I think that I might have a 
tendency to not be able to go into the various points to the degree 
that I wish to go into them before the committee. I will refer to 
pertinent parts of these documents from time to time, but I would 
prefer not to read these very important documents. 

Now, with that in mind, I would like to give a little historical back- 
ground without belaboring the issue, and I do it because I feel that I 
wish to make the point that MSTS is nothing new. MSTS is nothing 
but a new name for the consolidation of previously existing ocean 
transportation services. 

We find that the Army established the Army Transport Service 
after the Spanish-American War, and we find that it functioned 
thereafter. 

We find that the Navy established the Naval Transportation Service 
after World War I, and it functioned thereafter. 

The activities of these organizations have been followed closely by 

Congress, and I feel that these organizations performed a vital 
function, but they did have in their operation certain elements of 
duplication and overlapping. 

When World War II took place, both organizations functioned ; 
and after World War II one of the earlier papers of the Joint Chiefs 
of Staff in 1946 recommended that the Navy take over ocean trans- 
portation for the armed services. 

I have read the dates of the important documents that led to the 
establishment of the MSTS, and I would like to say that I think con- 
siderable of the delays that went on from 1946 to 1949 were inherent 
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in a resolution of the problems that had to do with the financing of 
MSTS. But MSTS was organized on October 1, 1949. 

Hardly had it got its feet wet, so to speak, when, in June 1950, we 
were confronted with the Korean war, and MSTS performed through- 
out that war. 

Now I would like to show you some charts that show something 
about the operation of MSTS. If you will, put up the first chart, 
please. 

This chart (A-—1) indicates in brief outline the mission of MSTS, 
which is to provide sea transportation for personnel and cargoes of 
the Department of Defense, to vere and negotiate for the use of com- 
mercial shipping to augment MSTS fleet as necessary to meet total 
requirements, and to plan for and be capable of expansion in time of 
war as directed. 

May I have the next chart, please? (Chart A-2.) 

This chart shows the command organization of MSTS. The head- 
quarters are required to be at the seat of the Government. We are 
global in character. We have four area commanders, taking in the 
appropriate areas of the globe, and each of those four area com- 
manders is a rear admiral in the Navy. Their headquarters are at 
London, New York, San Francisco, and Yokohama. 

We have 6 subordinate area commands, and we have at the mo- 
ment, 29 offices. We maintain these offices where we need to do busi- 
ness, and we close them out or open them up depending upon the 
shifting of our affairs. For example, we recently opened on office 
in Saigon, and we recently closed an office in Southampton, England. 

May I have the next chart, please? (Chart B-1.) 

Now, I am going to devote quite a bit of time to the size of my 
fleet, and I have selected May 1, 1950, as a pre-Korea chart showing 
the size of the MSTS fleet. 

You will notice there that it consists of 170 vessels and craft. 

In the buff color you will notice that there are 150 vessels in the nu- 
cleus fleet. 

Breaking down that nucleus fleet, we find that there are 29 ships 
with the designation “USS.” Now, those are ships that are manned 
by officers and men of the United States Navy. 

Then we have 121 ships with the designation “USNS,” which is 
our way of saying that they are manned by civilian merchant mar- 
iners, and of those 121 on this date, 72 were civil-service manned. 
That means that these people are not only merchant mariners, but 
that they also come under the Civil Service Act, and I might add, 
parenthetically, that these ships came from the Army Transport 
Service generally. 

You will notice also that we had 49 contract-operated vessels, and 
they consisted of 49 tankers. 

Turning to the part of the chart shown in blue, you will notice that 
the commercial fleet consisted of 20 chartered vessels on May 1, 1950, 
and that there were zero ships in the column labeled, “National Ship- 
ping Authority.” That designation applies to the Government- 
owned ships in the custody of the Maritime Administration, and when 
the Maritime Administration enters into a general agency agreement 
with an existing private shipping company ‘of the United States, that 
company then operates that vessel for the account of MSTS. You 
will see that there were zero as of that date. 
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Now, I would like to call attention to the fleet as of March 1, 1954. 
(Chart B-2.) You will see that the fleet consisted on that date of 
371 vessels. 

The nucleus fleet consisted of 248 vessels, and, following along 
the same breakcown you will notice that there are 26 vessels with the 
designation “USS” which means that the y are manned by officers and 
men of the United States Navy. 

There were 222 ships with the designation “USNS” which means 
that they are Government-owned ships but are manned by civilians. 

In the further breakdown there are 124 of those ships whose crews 
enjoy civil-service privileges, while 98 of these vessels are contract 
operated, and you will see that they consist of 60 tankers and 
miscellaneous vessels. 

The 38 miscellaneous vessels are, in fact, 38 LST’s which are op 
erated in the Far East by a Japanese company, manned by Japanese. 

Turning to the commercial fleet, that on March 1 consisted of 123 
vessels, and the further breakdown indicates that there were 90 
chartered ships, consisting of 53 time charters of cargo ships and 2 
voyage charters of cargo ships. 

‘As to tankers, there were 2 time charters and 23 voyage charters. 

Under miscellaneous we have 10 foreign-flag ships. 

Under the designation, “National Shipping Authority” you will 
note that there are 33, and they are used for the movement of cargo. 

Thus, on March 1 we had 371 ships in the MSTS fleet. 

For your information, as of this morning—well, as of Monday 
morning, there were 343 ships, which is a further reduction. 

I would like to call your particular attention to the little box in 
the lower right-hand corner, and the statement there says that: 

In addition to MSTS fleet of 371 ships, approximately 235 sailings of American 
berth line vessels carry dry cargo for MSTS per month. 

Specifically, there were actually 235 sailings of American berth 
line vessels which carried cargo for MSTS in the month of February. 

If a vessel carried cargo from one port to more than one port she is 
listed as only one sailing. If, however, the same ship in the same 
month made 2 different voyages she is listed as 2 sailings. 

I have put that red area or red border around there to emphasize 
the part. which is played by the American berth line vessels in moving 
cargo for MSTS. 

This chart has been prepared to show you the changes in the size 
of the MSTS nucleus fleet. (Chart B-3.) 

Over in the extreme left hand I show there the number of ships 
which were in the Naval Transportation Service on October 1, 1949, 
when MSTS began to function, and you will notice that the number 
is just under 100. 

In the blue is shown the number of ships in the Army Transport 
Service at the time MSTS began to function, and you w ill see that the 
number is about 235. 

Actually, the total number of ships in the Army Transport Service 
and the Navy Transportation Service on October 1, 1949, numbered 
335 ships. 

The tonnage is shown in the accompanying column. 

Going to the next column, you find that on December 31, 1949, the 
size of the MSTS fleet really consisted of a fleet of not quite the size of 
the Naval Transportation Service. 
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By June 30, 1950, which is when the Korean war began, MSTS had 
begun to absorb the Army Transport Service vessels, and these are 
annual figures, and you will notice that on June 30, 1952, the size of 
the nucleus fleet had arrived at approximately 265. 

By June 30 of 1953 it was about 255. 

Actually the size of the nucleus fleet today is 247. 

I think it is important to recognize that by the implementing of 
MSTS as one agency to carry cargoes and personnel for the Armed 
Forces a reduction in the suaiber of ships and a reduction in cargoes 
has been effected. 

[ would also like to say, in order to be completely candid with the 
committee, that there are certain small craft which were in the erny 
Transport Service, and certain small craft which were in the Naval 
Transportation Service which were not transferred over into MSTS 

Now, I have prepared here a very important chart, in my opinion, 
and this is a breakdown of the MSTS nucleus fleet as of 22 March, 
1954. (Chart B-).) 

Now, there are 247 vessels in the nucleus fleet as of today. That 
figure startles me, and I am sure that it startles anyone, unless it is 
broken down into its components in order to determine what we are 
really talking about. 

This chart is an attempt to break down the nucleus fleet into un- 
derstandable components. 

The left-hand column I have labeled, “Transports,” and I have 
put in the location of the transports and tried to identify them by 
columns. 

Now, we have two kinds of transports. All of them carry troops. 
However, we have one type of ship which we call the dependent 
trooper, because while troops are carried, the topside spaces are con- 
figurated into staterooms so that families may be carried in those 
staterooms, and thus the name, “Dependent Trooper.” 

However, troops also go in those ships. The other type of trans- 
port is the ship we call the “Austerity Trooper”. Troops are carried, 
and the officers who accompany the troops live in large spaces in the 
superstructure, or in the upper decks, and these spaces are not suitable 
for the transportation of families. 

You will notice that there are eight transports which are Navy- 
manned. One is on the east coast, and 7 are on the west coast. The 
other transports are civil-service manned, and we have 12 dependent 
troopers on the east coast, and 14 on the west coast. 

Our austerity troopers are divided up as follows: 11 on the east 
coast. and 16 on the west coast. 

Now we have a small ship which is known as the C1~M-—AV1, and 
we call it the “Cimavi” for identification. We have 2 of those on the 
east coast. and 2 in the Far East. That gives us a total of 65 trans- 
ports. 

Now, we have in process of inactivation one dependent trooper and 
four austerity troopers. We have in the mill, but not yet approved, 
the proposed inactivation of 4 additional austerity troopers. 

On the basis that that will be approved, we will end up with 8 Navy- 
manned transports, and 48 civil-service-manned transports. 

Now, I would like to discuss the component of tankers. 

Most of our tankers are of the well-known T-2 type with which you 
gentlemen are so familiar. 
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We operate our contract operated tankers worldwide, and we have 
53 of those vessels at the moment. We are almost to the point of 
reducing that number by several, but I will come to that. 

You will notice that we have 9 Navy-manned tankers of the T-2 
type, 7 on the east coast and 2 on the west coast. 

You will notice that we have 14 small T-1 tankers of the type known 
as AOG, and 7 are in the Far East in intra-area traffic. 

Adding all those together we come up with 76 tankers. 

In process of inactivation are 3 more large T-2 tankers and 4 small 
AOG tankers, while we have proposed to inactivate, but have not yet 
issued the order, 3 additional T-2 tankers. 

We further have proposed to inactivate 5 Navy-manned T-2 tankers. 

Those are the total inactivations, and if carried out will total 5 
Navy-manned T-2 tankers and 10 contract-operated tankers, of which 
6 are T-2 and 4 are the small AOG type. 

That will give us, then, a net total of 4 Navy-manned T-2 tankers, 
7 civil-service-manned small AOG’s in the Far East, and 47 large T-2 
tankers plus 3 small AOG’s operating worldwide. 

I might add, parenthetically, that the reduction of the contract 
operated T-2 tankers is in line with the policy that when each of the 
Orion tankers come into service we lay up two of our ‘T-2 tankers. We 
actually are jumping the gun, to a certain extent, on the inactivation 
of some of those against the coming into service of the third and fourth 
Orion tankers which we will receive in June and July of this year. 

I am sure that you are familiar with the details of the 5- year long- 
term charter of the t vessels of 29,000 deadweight tons which was 
entered with the Orion Co. 

Now, I think it is most important that we examine the next category 
of cargo vessels. We have at the present time 3 Navy-manned cargo 
vessels. They are all of the C-2 type. One operates on the east coast, 
and two on the west coast. 

We have 29 civil-service-manned cargo vessels in our nucleus fleet. 
Two of them are C4 heavy-lift ships, and are shown as being in the 
Kar East. We have 6 VC_2’s operating on the east coast, 10 VC 
operating on the west coast and 4 CI-M—AV1’s operating on the east 
coast, 1 on the west coast and 6 in the Far East in the intra-area traffic. 
That gives us a total of 32 car go ships. 

We have proposed for inactiv: ation 3 Navy-manned C—2’s, and we 
have in process of inactivation 1 C1-M-AYV1. 

That will leave us a net total of 28 cargo vessels in the MSTS nucleus 
fleet. 

I would like now to direct your attention to the lower left-hand 
corner, the reefer ships. You gentlemen know that a reefer ship 
carries frozen meats and fresh vegetables. 

We have 6 civil-service-manner reefer ships. Two C—2’s operate 
out of the east coast, 1 operates out of the west coast, and we have 3 
R1I-M-AVI’s, which are parallel ships with the Cimavi, but set up 
as refrigerator ships. Two of those operate out of the east coast, and 
1 out of the west coast. 

Turning to the next column, “Aircraft carriers.” we have at the 
present time 5 aircraft carriers. ‘They are the baby flattops. CVE 
is their official designation. We are operating 2 out of the east coast, 
and 3 out of the west coast. 








Ss MILITARY SEA TRANSPORTATION SERVICE 


We have in process of inactivation 1 ship, and we have proposed, 
because of decreased requirements, to inactivate 2 additional ships. 

If these proposals are approved we will be left with a net total of 2 
aircraft carriers. These aircraft carriers are United States ships, 
Navy-manned. 

I would like now to direct your attention to the righthand column 
where you see a miscellaneous total of 57 ships. Actually at the 
present time there are 63 in number and we propose to inactivate 6 of 
them which will bring the number down to 57. 

[ want to call your attention particularly to the types of those ships. 

We have 1 distiller ship in the Far East, manned by a Navy crew, 
and you will notice that it is proposed to inactivate that vessel. 

The next type is LSM. That is a small amphibious type ship, civil- 
service manned, for use in the Far East. 

Next we have 5 LST’s, of which 3 operate out of the east coast 
and 2 operate out of the west coast, and we have 38 contract operated 
LST’s operated in the Far East. 

Another special type of miscellaneous ship is small tugs. We have 
2 in the Alaskan service, and 1 operates in the Far East. 

Now we come to 14 small N-3 vessels and the AKL type. Four 
operate on the east coast, 4 on the west coast, and 6 in the Far East. 

We have 1 small ice-strengthened vessel which operates on the east 
coast. 

Our inactivations are the distiller ship, 4 AKL’s and 1 LST. That 
will leave us 57 of the miscellaneous type, and I would like to point 
out that these are ships which are not the normal type of vessel which 
we find in the private American merchant marine. 

Directing attention to the recapitulation in the lower righthand 
corner I have tried to show that geographically we have 50 vessels 
worldwide, 47 on the east coast, and 53 on the west coast, and 60 in 
the Far East, for a total of 210. 

As to type, there are 56 transports, 61 tankers, 28 cargo ships, 6 
reefer ships, 2 aircraft carriers, and 57 miscellaneous vessels. 

While we have that chart, I would like to direct your attention to 
page 14 of my statement. This is a memorandum of agreement be- 
tween the Department of Defense and the Department of Commerce, 
and in paragraph 2 (a) it states: 

Ships required to be in custody of MSTS under present conditions: 

Under present world conditions ships required to be in custody of MSTS for 
its administrative and operational control are expected to remain within close 
limits of the following by types— 
and we come to merchant-type general cargo ships, we come to AK’s 
25 and AKL’s 22, for a total of 47. 

Actually, you will see that our cargo ships at the present time total 
32, and we propose to inactivate 3 which will leave us with 28. 

Of the merchant-type reefer ships this statement shows 7, and our 
inventory shows 6. 

With regard to tankers, the memorandum shows 69 AO’s, and 10 
AOG’s, and we will have a total of 61, as shown in the inventory. 

Ammunition ships, zero, and we show none. 

Aircraft cargo ships, 5. We actually had 5 aircraft cargo ships, 
and we are inactivating 3 of them. As to transports, we show a total 
in the memorandum agreement of 62 AP’s,2 APA’s, and 4 APe’s. The 
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APe’s are small ships. Our inventory shows that we have 65 trans- 
no at the present time, but that we will end up with 56. 

I have totaled up these vessels which are indicated in paragraph 
2 (a) of the memorandum of agreement, and they total 206. An 
actual recapitulation shows that we will end up with 210 vessels, but 
I call your attention to the fact that they include these miscellaneous 
ships to the number of 57, and I would like to inform the committee 
that these miscellaneous ships, such as the 38 LST’s in the Far East are 
special-type ships for special employment in the Far East, and are 
not used in the transocean business of MSTS. 

Now, this chart which I have prepared is an attempt on my part 
to show you the rise and fall of the tide, so to speak, with regard to 
the size of the MSTS fleet, and this chart begins at the beginning of 
the fiscal year 1953 when it appears that we had some 535 ships. (C hart 
BH-5.) Of course, during the fiscal year 1953 the Korean war was 
still wend the cease-fire did not take pl: we until the end of that year. 

You will see a gradual buildup, however, in the size of the fleet 
until it was approximately 570 ships in June of 1953 

Let us now take up the fiscal year 1954 overall picture. You will 
notice a continuing increase in the size of my fleet until on August 1 
it consisted of 602 ships. 

Commencing in August there has been a progressive decline in the 
fleet and the reduction in requirements appears to me to follow the 
same slope of the curve. Notice that we had over 350 ships, possibly 
370 the Ist of March, and as of Monday we had 343. 

Now, this reduction in the size of the fleet is completely in conso- 
nance with the policies under which MSTS operates, which is to have 
a nucleus fleet and then add on to it what we need in order to lift our 
total requirements. 

You will notice that the nucleus fleet is all that which is below the 
lowest black line, which is about the 250 mark. 

You will notice a gradual reduction, and I have indicated in my 
previous chart how it will reduce to approximately 210. 

The dark blue is the United States vessels, manned by officers and 
men of the Navy. It came as something as a surprise to me that we 
had so few of those ships in the MSTS fleet, and I think it is generally 
not understood that we have so few. 

The light blue are the USNS ships. The dark brown are the con- 
tract-operated tankers, and it is well to bear in mind that they are in 
our nucleus fleet, and the light brown are our contract-oper: ated LST’s. 

The salmon-colored vessels are the Government-owned general 
agency ships which the Maritime Administration, through its Na- 
tional Shipping Authority, lets out to pr ivate companies under a gen- 
eral agency agreement, and these c ompanies operate them for the sole 
account of MSTS. I would like to go into that for a moment with you, 
gentlemen, because this is a matter which I think you should fully 
understand. 

You will notice over in the left-hand column of the left-hand chart 
we have a sizable number of general agency ships. You will also notice 
that in the green nee just above, which indicate the time chartered 
vessels, that we had relatively few under charter at that time. I would 
refresh your memory that we would have ~_ to have had more ships 
under time charter from the private fleet, but they were engaged in 
other work and were fully employed. 
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Notice that as the number of ships in the salmon color is reduced, 
the number of privately owned time chartered ships increases, and 
that reflects the availability of those vessels for charter to MSTS. 

From November of 1952 along until March of 1953 that indicates 
approximately 110 general agency ships working for MSTS account. 

You will notice that in May and June there was an upswing. That 
was due to the fact that although we had increased the number of 
private vessels under charter, our requirements had also increased. 
Finally (Chart B—5) we came tothe point where we were operating the 
very few cargo ships in the nucleus fleet to capacity; we were employ- 
ing the berth cargo ships to their maximum capacity ; we had chartered 
all the avails ible tramp ships in the American market until we had 128 
tramp Liberty ships under charter to MSTS out of a total fleet reported 
to me to be 160 in number. We were unable to get additional ships. 
Faced with that dilemma, we had no recourse except to go to the 
National Shipping Authority and request 30 additional vessels, and 
they were obtained. That brought our number up to 141. 

Notice that commencing in August the size of our general agency 
component has been progressively reduced. Notice also that com- 
mencing in August of last year the size of our time-chartered fleet has 
been progressively reduced. This is because of a fall-off in our 
requirements, and consequently those vessels must be the first to feel 
the brunt of that reduction. 

Very briefly, I might say that the dark gray just above the green 
indicates the small number of foreign-flag ships we currently have, 
10 in number. The small red are the two oil tankers we have under 
time charter, while the light gray at the top indicates the total num- 
ber of voyage-chartered oi] tankers which we obtained in the open 
market to augment our nucleus fleet of tankers. I think that is a sig- 
nificant chart and reflects the reduction in the total MSTS fleet and 
that, I am sure, is on account of the cessation of hostilities in Korea 
and the reduced requirements. 

Mr. Auten. I think I will declare a recess for about 5 minutes. 

(Short recess. ) 

Mr. Auten. The committee will be in order. Admiral, are you 
ready to cokhael further ? 

Admiral DenEsrink. Thank you very much for the intermission, 
Mr. Chairman, 

I come now to a very important chart which is labeled “Priority of 
shipping methods employed by MSTS as directed in memor: andum of 
agreement between the Department of Defense and the De partment 
of Commerce, dated August 15, 1951.” a A-7.) 

This is the order of priority which I use in conducting my affairs. 
First are the ships of my nucleus fleet. 

Second, the maximum utilization of available berth space where con- 
sistent with military requirements. A little explanation, I think, is 
~ order here. The space must be available, the space must be offered 
by the berth lines, then after we tell them what cargo we wish to put 
in that space, they must accept the cargo, and I regret to*say they do 
not always accept the cargo but they oftentimes reject the cargo, and 
[ am hopeful that in the days that lie ahead they will accept more of 
the cargo due to the shortage of chartered vessels and general agency 
ships. 
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The phrase, “where consistent with military requirements,” is im 
portant, because we cannot use a berth ship unless it goes where we 
need the cargo to go, and a berth ship by its very nature must follow 
a route and a time sec ‘thedule. 

The third order of priority is the time, and I might add the voyage, 
charter of suitable privately owned merchant vessels voluntarily made 
available by industry. ‘There, again, I should like to explain the 
ships must be suitable, they must be voluntarily made available, be 
cause we cannot insist upon chartering them. 

The fourth order of priority is the shipping provided by the Na 
tional Shipping Authority under general agency agreement. 

The fifth order of priority is where United States-flag shipping is 
not available, MSTS may employ foreign-flag shipping to meet urgent 
military requirements. 

I think this is a good time to explain the 10 foreign-flag vessels we 
have. Four are heavy-lift ships which we are using in the Far East 
and we have no suitable American heavy-lift ships. Two are am 
phibious type vessels which we are using In the Caribbean area. We 
use vessels with the United States Coast Guard certificates. They 
will not certificate an amphibious type ship, so these vessels, American 
owned, are under Central American flag and we have chartered them. 
We also have for a brief time four Canadian vessels in the Far East 
under an agreement between the Canadian Government and the United 
States Government as a reciprocal arrangement for them to furnish 
us with cargo-carrying capacity in recompense for MSTS moving 
Canadian contingents to Korea 

This is the Magna Carta of priority which I use in my affairs. 

In connection with moving persons and things, I think you should 
get some idea of how I receive my orders as to what to carry. Let us 
first follow the red lines for the cargo and passenger requirements. 
(Chart A-6.) Poss that the Army and Air Force are funneled 
through the Chief of Transportation of the Army. I receive mine 
directly from the wa avy, and after we tie the combined requirements 
together in my headquarters, we hold a Space Assignment Committee 
meeting at which all interested parties are represented. If we have 
the capability to lift the requirements, we go to our area and subarea 
commands where local space assignment committees meet. In the 
event, which has not taken place in my time, that we do not have the 

eer to lift the requirements, then we present the matter to the 
Sont's Military Transportation Committee of the Joint Chiefs of Staff 
and they give us the order of priority on what they want lifted. 

The petroleum is unique in that all requirements are channeled 
through the Armed Services Petroleum Purchasing Ageney, and we 
match those requirements against our capability. Any additional 
tankers we need we obtain in the open market by normal charter 
proce edure. 

I would like to discuss with you the scope of our operations, and 1] 
have chosen fiscal 1953. (Chart C-1.) You will see that in fiscal 1953 
our total lift was 28.7 million measurement tons. The flow lines of the 
chart reveal the movement of the cargo. At the bottom of the chart 
you will notice the movement by areas: Outbound from the Atlantic, 
7.75 million measurement tons; from the gulf, 2.5 million measurement 
tons; from the Pacific, 5.2 million measurement tons; and from the 
North Pacific, 2 million measurement tons. 
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Notice that inbound to Atlantic, 658,000 measurement tons; to 
gulf, 51,000 measurement tons; to Pacific, 961,000 measurement tons; 
and inbound to the North Pacific, 176,000 measurement tons. I make 
mention of that to indicate the disparity between the outbound and 
the inbound, and that is always to be found in our particular business. 

I have tried to break this down now for fiscal 1954 so as to give you 
the latest information. (Chart C—5.) You will notice that the height 
of columns by months indicates the number of measurement tons. 
This is a very significant chart, because in July 1953 MSTS enjoyed 
its biggest dry cargo month in history, when we lifted 1,750,000 meas- 
urement tons. With the cessation of the Korean war you have seen 
a sharp reduction in the amount of outbound cargo from the United 
States, so that you will notice that in January we were down to 729,000 
measurement tons. The figure for February is in the neighborhood 
of 750,000 or thereabouts. 

The color distinction in this chart is very important, in my opinion. 
The blocks in red indicate the dry cargo lifted by the MSTS nucleus 
fleet and percentages are indicated and: you will find they are less than 
15 percent for the 7 months of fiscal 1954 to date. 

The gray indicates the amount of dry cargo lifted by the ships of the 
berth lines. The percentages are indic ated there, and you will find 
that 46 percent was lifted by the berth lines. The black indicates the 
amount of e: argo lifted by time chartered ships. We have on occasion 
employed voyage charters and only in the month of January is it 
reflected. The light tan color shows the amount that is lifted by 
general agency ships. 

I would like to call your atte ntion to the small percentage lifted 
by the nucleus fleet cargo vessels, and in particular for January, at a 
time of really a great transition, I call your attention to the fact that 
75 percent of the cargo was lifted in ships of the private merchant 
marine while 9.2 percent was lifted in general agency vessels, operated 
by private companies and manned by pr ivate merchant seamen. 

I put this chart up here to seek a little sympathy from you, because 
this reflects the way I have to do business with my customers and re- 
flects the forecast of cargo requirements. (Charts C-2 and 3.) A 
note of explanation. If you will direct your attention to the upper 
left-hand chart of July 1952. The services tell me 12 months in ad- 
vance what cargo require ments they hope to meet; then, down to the 
inal month, they come in with their ees until finally we lift 
the cargo. You will see that in July 1951 we thought we would be 

called upon to lift in July 1952 about 1 million tons. That number 
progressively moved until it almost reac he d2million tons. We finally 
nanifested 1,160,000 tons. 

As time has gone on and as the Korean war has ended, I think you 
will notice a flattening-out of that curve of requirements. That is very 
helpful in the economical running of my affairs. However, I must 
defend my customers by noting this: A change in operational or stra- 
tegic planning decisions at high level, immediately throw out all esti- 
mates of forecast and require immediate action. : 

I hope you will give close attention to this chart. (Chart C-10.) 
This is for calendar year 1952 and reflects the foreign commerce of the 
United States. You will notice that the number of short tons—and 
these are in short tons—of foreign commerce—and these do not include 
military cargoes but purely commercial cargoes—totaled almost 
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140 million tons. Notice that in the green 94 million tons or 67.9 
percent were lifted by foreign-flag vessels; 44.6 million tons, or 
32.1 percent, were lifted by United States-flag vessels. I might 
add that my information is that that number is now down to less 
than 30 percent in the current situation. 

Now if you will move down the gray section, the 44.6 million, 
_ allow me to add the 10,140,000 tons military cargo carried 
by MSTS, you will find that the total American cargo movement was 
54.7 million tons. The part of the military cargo lifted by my nucleus 
fleet is shown in dark red, while the part shown in black was lifted 
by other vessels under MSTS control or by the berth lines. The 
berth lines lift about 45 percent of our military cargo. So I have 
tabulated that 2.77 percent of the dry cargo lifted by United States- 
flag ships was lifted by the nucleus fleet. The percentage of the total 
United States foreign commerce lifted by my nucleus fleet would 
be of course materially reduced. 

Notice in the lower left-hand corner that the United States-flag 
berth lines lifted 17 million tons of the commercial cargo, while the 
berth lines lifted 4.5 million tons of the total military cargoes. So 
we arrive at the percentage of 20.8 percent, which the military cargo 
represents in the total United States-flag berth liftings. 

Incidentally, I might say that up until a few days ago we had the 
figure of 2.88 percent, and my figures were challenged and we arrived 
at the figure of 2.77 percent. I hope these figures are correct. 

We come to passenger traffic in fiscal year 1953, and the _— of 
2.6 million passenger's is shown. (Chart D-1.) The flow lin are 
again as indicated. I have tried to break that down and I invite you 
attention to the troop category, where we lifted 863,000 tropos in the 
Korea Japan shuttle and 1,440,000 troops in other areas. This gives 
us 2,300,000 passengers of the troop category. Notice a small number 
carried for the International Refugee Organization. 

Of the people who were carried in the cabin spaces of both my 
dependent troopers and my austerity troopers, you will find 160,000 
military dependents, 117,000 officers and enlisted personnel, 7,800 
United Nations officers, other than United States, and 19,000 civilians 
Those civilians are civil-service employees and dependents, contract 
employees and dependents, and representatives of other Government 
agencies. 

I would like to make this note of explanation at this time. Going 
back to cargo for a moment, I have nothing to say about what cargo 
I carry. The cargo is presented to me by one of the Armed Forces 
They tell me what they want lifted, over what route, and how much, 
and I arrange the shipping. I have nothing to say, and I have no 
veto power in the movement of cargo. My responsibility for cargo 
begins when it is loaded and stowed in the ship. My responsi ibalits 
for cargo ends when the ship arrives at its destination and the cargo 

free on board for discharge. 

With regard to passengers, again I have no say as to whom I carry. 
My passengers must be sponsored by one of the three services of _ 
Armed Forces. My responsibility for passengers begins and ends a 
the foot of the gangplank. With regard to petroleum products, my 
responsibility begins and ends at the ship’ Ss coup ae C onsequen itly. 
while I have a great deal to do with the movement, I do not sponsor it. 
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This chart represents the passenger lift in the months of 1954 to date. 
(Chart D-10.) We have not seen a marked reduction in our passenger 
travel such as we found in our cargo movement. In the 7 months of 
fiscal year 1954, each month we have lifted 150,000 or more passengers. 
The columns indicate the sponsors. The passenger movement has been 
fairly steady: nevertheless, we have been able to inactivate certain 
transports and to place in reduced operating status certain other ones. 

With regard to petroleum, in fiscal 1953 our % al hft was 132 million 
barrels or 16.9 million long tons. (Chart E-1 

In dry cargo our biggest income derives fai east coast to the 
Far East. Our passenger income is highest in the west coast to the 
Far East, and for lifts coming from the United States our biggest 
income petroleum lift is from the Gulf to the Far East. So we have 
reached all areas. 

You will notice the percentagewise composition of the total petro- 
leum lift. You might be interested to know that there is a growing 
increase in the use of jet fuel. Last vear it was 10 percent; this year it 
is 13 percent, 

This indicates the petroleum lift by months of fiscal 1954, and 
again I call your attention to the fact that we have had no reduction 
in the monthly petroleum lift to date. (Chart E-3.) We have had 
little or no reduction in passengers. Cargo has been our sharp reduc 
tion product. I believe, however, that we can expect some reduced 
petroleum movements in the days that lie ahead. 

[ have prepared a chart for petroleum similar to the one I prepared 
for dry cargo, and again these figures, which come from the Depart- 
ment of Commerce, show the millions of short tons of petroleum in 


our foreign commerce. (Chart E—5.) Notice that 44 million tons, or 
61.8 percent, were lifted by foreign-flag vessels in cale anaes vear 1952 
United States-flag vessels lifted 27.2 million tons, or 38.2 ) percent. 


Going to the second part of the chart we notice het we have added 
on the military cargo. The military cargo was 4.6 million tons, and 
United States-flag merchant tankers lifted 27.2 million tons. So we 
had a combined movenient of 31.9 million tons. Notice that our 
nucleus fleet lifted about half of our military cargo, but of the total 
American-flag lift it was 7.37 percent. Of the total United States 
commerce in petroleum it would be much less if the foreign-flag 
lifting were taken into account. 

Now | would like to cliscuss our scope ot business. (Chart G Zz.) 
In the early days of MSTS we operated under a management fund con- 
cept, where the operating costs were tabulated and the services recom- 
pensed MSTS for their services. In other words, it was a pay-as- 
Vou-go basis and bills were rendered for services rendered. Up until 
fiscal 1953 the services paid us exactly what our costs were determined 
to be, and we were given $100 million in order to meet our current 
operating expenses. You might be interested to know that we have 
since reduced that figure to S85 million. 

Commencing in fiscal 1953 it was determined, and I think very 
wisely so, that we would work on a tariff basis, on a purely commercial 
basis. Our tariffs were established by MSTS and the basis of the 
tariff was our average operating cost within a certain area, averaging 
all costs of transportation. 

I will show you some sample tariffs. The tariffs worked out pretty 
well because in the very first year of our tariff system our operating 
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costs were $700 million and our income was $704 million. Also, we 
had to absorb the wage increases which had not been contemplated 
at the time the tariffs were established. So I give high credit to 
the gentlemen who computed our tariff rates. I would be less than 
honest if I did not hand a lot of credit to good fortune and good luck 
in arriving at this basis of $4 million in the black. 

Our cargo accounts for 60 percent of our income, while petroleum 
and passengers account for about 20 percent each. The Army is our 
biggest customer, with 72.1 percent; Air Force, 16.6 percent; and 
Navy, 10.8 percent. This places us in a position of added responsi- 
bility. As you know, we do not have our own appropriations. The 
system works like this: The three services know what their future 
transportation requirements are. They tell us what they are and we 
compute what we are going to bill the services for the movement of 

cargo and passengers. They then go to the Congress and ask for 
transportation appropriations of that figure. Then we make the lift 
and we send them bills and they pay us quite promptly. Thus we are 
never in the position of running out of funds in our current operating 
fund. As the business progresses we will find whether or not our 
‘urrent rates are adequate. For this particular year our tariffs came 
ut very nicely. I would like to say, however, that commencing with 
fiscal year 1954 we knew that effective June 15 of 1953 we had a new 
wage increase and that wage increase, we calculated, would cost us 
$20 million in fiseal 1954, so we obtained authority to raise our rates 
so as to generate an additional $20 million of income. 

This chart shows our income against expense, and you will note that 
the income is shown in black and the expense is shown in red. (Chart 
G-14.) In July 1953 we had an income of 868 million. Notice that 
our income has gone down progressively to $46 million in January. 
Our operating expenses, I think, have gone down in a roore orderly 
tashion, but they had gone down from $64 million in July 1953 to 
$40 million in January 1954. In the first 7 months of fiscal 1954 our 
income has exceeded our expenses by approximately $40 million. 

It is only natural for you gentlemen to say, “How does this come 
about if your tariff rates were only increased to take care of the known 
increase in salaries and yet the previous year you were only $4 mil- 
lion in the black?” I think you should know that there are a couple 
major factors which I think have contributed to this coral, 

In the first place, during the Korean war there were a large num- 
ber of ships carrying cargo which were, for one reason or another, 
held in the Far East, sometimes to await unloading due to cunardedl 
port conditions; sometimes because it was better to leave the cargo 
in the ships for the moment. We had at one time, at the peak, 103 
cargo ships in the Far East. At the present time we have less than 
20. Consequently, when our cargo ships are reduced to the number 
of 80 and we are paying in the neighborhood of $2,000 per day to 
operate a cargo ship, we immediately have a reflection of great economy 
as a result of that. I have nothing to do with that. I hasten to add 
that. That is just the fortunes of the operation. 

Also, certain area bonuses have been discontinued in the wage scale. 
Commencing last September 30, Pacific area bonuses were canceled. 
Those area bonuses, to refresh your memory, were that everyone on a 
merchant-manned ship west of the international date line received 
$2.50 a day. Everyone on a merchant-manned ship within the pre- 
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scribed legal limits of the Korean combat zone received an increase in 
his basic annual rate. Turning to the Atlantic, beginning October 31, 
we had a cessation of our area bonuses there. In the North Sea and 
in the Baltic and in certain parts of the Mediterranean we had area 
bonuses of $2.50 a day. I consider, according to my computers, that 
the elimination of those area bonuses has resulted in an annual sav ing 
of from $10 million to $12 millon to MSTS. I would also like to say 
that I feel that the excess of income over expenses is due to the cost 
consciousness of my organization, to our undeviating endeavor to 
operate efficiently and economically, and I would be doing less than 
recording the truth if I did not record here the effort which my sub- 
ordinates are ma king to save the Government mone Vv and to oper ate 
as economically as possible. 

Now, in connection with MSTS, we feel that we have paid a great 
deal of money to the private maritime industry, and this chart reflects 
that in fiscal 1953, 73 percent was paid directly to the private maritime 
industry. (Chart A-9.) On page 37 of my statement is a detailed 
breakdown of that payne nt. Last year it was 75 percent. And since 
MSTS has been organized and operating, we have paid almost $2 bil- 
lion to the direct support of the American merchant marine. 

I mentioned sometime ago our tariff rutes which we use to generate 
income So as to meet our oper: ating expenses. (C hs art Get. ) These 
are our tariff rates, which were changed to reflect the need for generat- 
ing $20 million additional income in fiscal 1954. These are not all of 
our rates. These are sample rates. I have some from the east coast 
to Europe, the west coast to Japan, and the east coast to Japan; cargo 
per measurement ton, passengers per passenger; and petroleum per 
long ton. 

I would like to say that these rates are considerably at variance with 
commercial rates and I would be the first to say that my rates do not 
include numerous charges which must be absorbed by the commercial 
operator. I think it is well for you to remember the green line of 
definity in the operation of MSTS. Our boundary ends at the pier 
line. We have no terminal operations. We do not pay for any 
stevedoring charges. We do not pay for many port charges. But I 
do think that the very clearcut fashion in which we do break off 
sharply at the pier line lends great capability to measuring our cost 
of ope ration. 

By the same token, I would be first to say that our costs do not 
include appropriated military pay, and I would also call your atten- 
tion to the small number of ships that are manned by military per- 
sonnel. I would remind you that we do not pay anything for capital 
investment or depreciation. And by the same token I do not believe 
a private operator who has obt: 1ined his ship at a marked reduction 
in price from the Government has to pay a depreciation on the amount 
that the Government did not charge him for the ship. We do not 
pay for certain insurance charges, although in our contract operated 
tankers we do have a form of P. and I. insurance. All of this means 
that while we have a clearcut operation it is very d:fficult to compare 
costs with commercial operations. 

In order that you may see some degree of our cost consciousness, T 
have taken our profit and loss statement for fiscal 1953 and fiscal 1954 
to date and have ae *n it down into the numerous components. 
(Charts G-12 and 13.) Bear in mind our tariff is the same no matter 
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how our cargo moves, but our cost of moving that cargo is different 
depending on how that cargo moves. 

For example, let us take the cargo in our nucleus fleet ships. We 
charge a tariff rate but we have shown a consistent profit. And the 
same is true in the fiscal 1954 chart for our nucleus fleet ships. Notice 
the cargo time charter ships. I charge the same tariff but you wiil 
notice sometimes I lose money and sometimes I make money. That is 
very simple to understand. If the going market rate is high, if there 
are few ships available, supply and demand control the price, and I 
will lose money by using private time charter ships. But if the mar- 
ket is slack and I can get ships cheaply, I make money. Notice in 
fiscal 1954 I have an upswing of profits. 

Take cargo general agency ships, starting off with a loss, I have 
since shown a consistent profit. 

For cargo voyage charter ships, both years, I am very close to the 
breaking even point. 

Let us take berth ships. We move cargo at a term rate, which is the 
going cargo rate, but in an effort to achieve economy, we have ship- 
ping contracts with all the berth lines, and, dependent upon the volume 
of cargo we ship in a single ship, we get a favorable rate. Notice, 
then, in the fiscal 1953 chart for the shipping contract I lose money 
consistently. Over in the fiscal 1954 chart I have made a little money. 
In the cargo berth rate (term) I lost a lot of money in 1953. I lost 
money in 1954. call your attention, however, to the fact that because 
we are charged with supporting the American private merchant ma- 
rine and because there has been a priority of employment on ships. 
we do use those berth liners even though the cost is greater than my 
tariff rate; but bear in mind that my tariff rate was ‘computed as an 
average of all modes of moving the cargo. 

Let us turn to passengers. I lost a lot of money on passengers in 
fiscal 1953. I think if you will turn to fiscal 1954 you will see that we 
made money, and I am concerned that we lose money one year and 
make it the next. I am rather inclined to believe we did not operate 
our passenger ships in fiscal 1953 as efficiently as we could have. 
Nevertheless, we lost the money and we are now making money. 

We time-chartered some ships, the La Guardia for one, in 1953, and 
you see the loss there. We no longer are time-chartering passenger 
ships. 

Now we come to the item passengers with shipping contracts. We 
do not have the capability of lifting all the dependent passengers in 
our passenger transports, so we have entered into contracts to move 
passengers in the slack season. We get a preferential rate. We gen- 
erally lose a little money, but not much. 

With regard to petroleum, our nucleus fleet ships, we were up and 
down in fiscal 1953. In fiscal 1954 we have been making money. 

In our contract-operated tankers, in fiscal 1953 we were always in 
the black. In our contract-operated tankers in fiscal 1954, you will 
see 1 month we were in the red. I will tell you quite honestly that that 
red mark was due to a mistake in the calculation of our returns, and 
instead of losing a little money, it turns out we should have averaged 
$91,000 profit each month. 

With regard to voyage charter tankers, we lost in fiscal 1953 and 
are making money in fiscal 1954. In 1953 I will remind you we were 
operating within the confines of the voluntary tanker pool and the 
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rate was established by the Maritime Administration. Our tariff rates 
were computed by the Maritime Administration, so we lost money 
on the voyage charter ships but we made it on our contract tankers. 

Now, the tanker market is in the decline. There are some 60 pri- 
vately operated tankers laid up, 63, I believe, and so the rate is very 
low. We are able to charter tankers at about Maritime minus 10. 
Hence, you see we are making money because our tariff rate is figured 
on the Maritime. And I might add also, to make my record com- 
plete, that part of our excess is due to the fact we now go to the 
open market and charter tankers rather than get them from the volun- 
tary tanker pool. We have just completed 12 months’ operation un- 
der the open-market figure. We have saved the Government $16 mil- 
lion as a result of chartering in the open market, at Maritime minus 
10, as against going to the voluntary tanker pool. 

I wanted you gentlemen to see these charts to indicate our cost 
consciousness, and this chart [indicating| shows our average daily 
vessel operating costs. (Chart G-—5.) These are the USNS ships, 
civil-service manned, and they reflect, in my opinion, the cost of a com- 
mercial vessel. Notice that our passenger ships vary from $8,880 a day 
to $2,260, and these costs include the cost of fuel. My cargo ships vary 
from $2,580 to $1.660, and the tankers from $2,480 to $1,465. Those 
are the stark figures in regard to my operating costs, and that is one 
of the reasons why we do not operate any more ships than we have to 
to meet our requirements, and why it is disturbing to me to have ships 
in port generating ho revenue. 

Now, these operating costs reflect the basic annual wages paid by 
MSTS to our civil-service crews. (Chart " 

These wages are correct as of December 1, 1953. I think you gen- 
tlemen should know that I am required so the Classification Act 
of 1949 to meet the wages paid to the American merchant marine. I 
will hasten to say that commercial crews in addition have certain 
fringe benefits for the recreation and welfare fund and other items 
which might affect the wages of a ship by as much as $1.70 a man 
per day. I do not have to bear those costs. Otherwise, these are the 
wages which I pay tomy USNS ships. 

I would like to reiterate that the military-manned ships in MSTS, 
26 in number, receive the military scale of pay. In addition to the 
rates shown, the USNS personnel receive overtime, bonuses, pensions, 
hospitalizat ion, sick leave, quarters, and subsistence. 

The crew wages and allowances reflected by this pay table amount 
to 44 percent of the total ship operating expenses of the civil-service 
manned ships of MSTS. 

Now, the overtime which I am paying in MSTS, according to my 
latest estimate, is 35 percent. My previous estimate was 40 percent. 
I do not know how correct it is, but I understand that in the industry 
it may approximate 50 percent. 

I would like to call your attention to the fact that officers receive 
overtime provided they are not watch standers. On ships where the 
master and the chief engineer or anyone we have is not a watch 
stander he receives additional salary for not standing watch. For 
example, a master or a chief engineer, who is not a watch stander, 
will receive an increase in his pay amounting to $108.85 a month, and 
that is approximately $1,300 a year, and will bring the master of my 
P-2 transport up to $16,900. The unlicensed ratings, of course, also 
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receive the benefits which I have indicated there. The pay of the able 
seaman as shown on the chart is $3,773. Our figures indicate that 
when he receives his overtime and his various additions, that comes 
out closer to $6,000 per annum. 

The boatswain 1s shown as $4,808 to $5,880 I have been informed 
by a private commercial line that that figure comes out closer to 
$13,000 per annum when all of the emoluments are tabulated. 

I would like to spend a few minutes on my cost of repairs and alter 
ations. In the fiscal vear 1955 t hat cost amounted to $68.6 million, and 
in the fiscal year 1952 it was $91 million. 

1 prefer to have our ship repairs done in private yards, and you 
will notice that 87 percent of them were accomp lished in private 
yards, 8 percent in navy yards, and & ) percent in three small shops 
operated by MSTS in New York, Seattle, and San Francisco. 

I am confident that the fiscal year 1954 figure will reflect a con 
siderable reduction in the navy yard percentage and my MSTS shop 
percentage. (Chart F-2.) 

Notice the geographical distribution: 56 percent was done on the 
west coast, 37 percent on the east coast, and 4 percent on the gulf 
coast. Our work is performed in the areas in which the ships base. 

Now, just a few moments on the personnel employed by MSTS. 
(Chart H-1.) The number directly employed is as indicated in the 
left-hand half of the chart. Afloat we have 20,987, and ashore 4,152 

We have, then, about 25,139 people broken down as follows: 

Indigenous, 804, 9,336 military, and 14,999 civil service. That is 
as of January 1, and has shown a considerable reduction since that 
time. 

The right-hand column reflects some figures, some of which are real, 
and some of which are estimated. The 1,596 indigenous personnel 
shown there are the Japanese on my 38 LST’s in Japan. 

The 2,900 are people on the contract tankers. The are hiring-hall 
merchant seamen. 

The 2,280 for general agency agreement were actually there on 
January 1. They are merchant seamen from the hiri ing halls. 

Those for time and voyage charter were actually there, 4,950 mer 
chant seamen from the hiring halls. 

The 11,250 figure for berth liners is an estimate of the total number 
of people on the ships of the American berth lines that were engaged 
in carrying my cargo, but I respectfully point out that our cargo 
was only some 20 percent of the total cargo carried. 

This reflects the trend in the total MSTS personnel directly em 
ployed. (Chart H-3.) 

The black line begins at June 30, 1950, the outbreak of the Korean 
war, when we had about 19,000. 

Notice at the present time we have reduced from our peak of 30,000 
to somewhere in the neighborhood of 24,000 as of December 31. In 
1954 we are continuing to reduce our personel. 

This is my last chart, and again it reflects both the volume of busi 
ness, the cost of business, and economy of operation. (Chart G-—3.) 

In trying to resolve our figures we have determined upon the unit 
cost of movement per ton of cargo. 

We have taken 1 measurement-ton of cargo and moved it 1,000 
miles, and in the fiscal year 1951 we lifted 20 million measurement- 
tons and the unit cost per ton was $4.91. 
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In the fiscal year 1952 we lifted 27.9 million measurement-tons of 
cargo and the unit cost had been dinead to M4. 

In the fiscal year 1953 when we lifted 28.7 million measurement-tons 
the cost has been reduced to $3.63, and for the first 6 months of the 
fiscal year 1954 we have lifted 13.2 million measurement-tons, and our 
cost is $3.76. 

With regard to omni rs we have moved 1 passenger 1,000 miles, 
and in the fiscal year 1951, when we lifted 1,700,000 passengers the 
unit cost was $31.81 a passenger. 

In the fiseal year 1952 when we lifted 2.4 million passengers this 
had been drastically reduced to $19.32. 

In the fiscal year 1953, when we lifted 2.6 million passengers, the 
cost went up slightly to $20.25, and for the first 6 months of the fiscal 
vear 1954 we have lifted 1,100,000 passengers, and our cost has come 
down to a new low of $18.85 

In the case of petrole um, our unit lift is 1 long ton moved 1,000 
miles. 

In 1951, we lifted 100 million barrels at a unit cost of $1.65. 

In the fiscal year 1952 we lifted 111 million barrels at a unit cost 
of $1.84. 

In 1953 we lifted 132 million barrels at a unit cost of $1.91 and in 
the first 6 months of 1954 we lifted 67 million barrels, and the unit 
cost has come down to $1.67. I attribute that decrease to an increased 
volume of cargo to be moved and an increased number of ships which 
we had to get in the open market, and at that time those figures for 
those years reflect maritime plus 25 percent paid to the ships which we 

chartered from the tanker pool. 

I would be less than fair, however, if I did not record that at the 

same time we were paying “Maritime” plus 25 percent to those vessels, 

the going commercial rate was much in excess of that, and I believe 
that there were instances on record of where the commercial rate was 
“Maritime” plus 100, 150, or as high as 200. So, I should record that 
in all fairness, had the 1951 unit costs been used to move the 1952 cargo 
it would have cost us the staggering figure of $165 million more to 
make that lift, and by the same token, as we used in 1952 price to lift 
our 1953 cargo it would have cost us $28.7 million more. I feel that 
the 1954 figures will reflect economy consistent with our performance 
in the past. 

This is my last chart, Mr. Chairman and gentlemen, and may I 
thank you for permitting me to give you this presentation of my 
operation. 

Mr. Atiten. We thank you, Admiral, for making that statement. 

I would like to inquire of both Admiral Denebrink and the commit- 
tee as to their wishes about continuing the hearing at this time. I 
presume there will be some questions that the members of the com- 
mittee would like to ask the admiral. The question is, should we go 
on until 1 o’clock or would you rather recess and come back later? Can 
you come back this afternoon, Admiral ? 

Admiral Denesrink. I am at your disposal, gentlemen, throughout 
the hearing. F 

Mr. Chairman, may I make one addition to my statement ? 

Mr. Auien. Yes, proceed, Admiral. 

Admiral Deneprink. I have before me a letter from the Chief of 
Naval Operations, Admiral Carney. He has addressed a letter to me 
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and enclosed a statement of the position of the Chief of Naval Opera- 
tions with respect to basic principles concerning the Military Sea 
Transportation Service. He states: 


1. I am advised that both Houses of Congress have set up committees to study 
the problems of the maritime industry. One of these committees is undertaking 
a program, broad in scope, including a determination of the impact of the Mili- 
tary Sea Transportation Service upon the privately owned and operated Ameri- 
can merchant marine. 

2. In order that you may have the views of the Chief of Naval Operations, with 
respect to the matters to be investigated by these committees, there is set forth 
in enclosure (1) a statement which I desire be considered as interim guidance to 
you in your forthcoming appearance before these committees, which I understand 
is scheduled within the next few days. 

3. Further, in order that the appropriate committees may have the benefit of 
my views, I desire that this letter, together with the enclosed statement, be pre 
sented to them with the request that both be incorporated in the record at any 
forthcoming hearings. 

; Rosert B. CARNEY. 

This is his statement: 


1. The Military Sea Transportation Service is under the command of the 
Chief of Naval Operations. For procurement purposes and in business matters 
related thereto, the Military Sea Transportation Service is under the supervision 
of the Assistant Secretary of the Navy. 

2. The Military Sea Transportation Service is the sole agency of the Depart 
ment of Defense responsible for the control, operation, and administration of 
ocean transportation for personnel, material, mail, and other cargoes for all 
agencies or departments of the Department of Defense and as authorized or 
directed by other Government agencies or departments of the United States 
subject to established priorities. 

3. The Military Sea Transportation Service, in peacetime, is guided by the 
general policy of the Department of Defense, which is to use privately owned 
and operated maritime vessels to the maximum practicable extent consistent 
with military requirements and prudent management. In wartime, under 
circumstances where such facilities are made available by the National Shipping 
Authority, or any wartime counterpart, the Military Sea Transportation Service 
will follow the same policy, giving due consideration to specific conditions that 
may exist in any combat area. In execution of this policy, the Military Sea 
Transportation Service must retain the power of decision concerning the suit- 
ability of all arrangements and undertakings which affect vessels owned or in 
the custody of the Navy and assigned to the Military Sea Transportation 
Service, and vessels allocated to it by the National Shipping Authority. 

4. To accomplish the mission of the Military Sea Transportation Service, the 
Joint Chiefs of Staff have repeatedly and unequivocally stated that there must 
be under the control of the Military Sea Transportation Service, a nucleus fleet 
composed of ships of suitable types, sizes, and speeds to: 

(a) Carry out current logistic needs of the military departments which cannot 
be met by commercial interests ; 

(b) Be available immediately in an emergency; and 

(c) Allow for necessary expansion to meet the mobilization requirements in 
support of approved plans for national defense. 

5. The ships and personnel of the nucleus fleet under the centrol of the Military 
Sea Transportation Service provide the hard core on which necessary expansion 
may be effected : 

(a) To guarantee extensive and rapid deployment of United States Armed 
Forces in the event of and during an emergency ; 

(b) To insure responsiveness of logistic support to command decision by pro- 
viding the necessary logistic support, under military control, for the execution 
of strategic and tactical decisions; and 

(c) To insure security, in the interests of national defense, of movements 
of men and materials requiring a high degree of security classification. 

6. The Government of the United States must protect itself by assuring that 
there is in ready operating status, under military control and under all condi- 
tions, sufficient vessels available to lift the minimum essentials of vital supplies, 
equipment, and personnel to the Armed Forces of the United States in overseas 
areas. This is especially important under existing world conditions. This repre- 
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sents the best insurance against shortages or limitations of commercial shipping 
available on a voluntary basis and interruptions in movements which might result 
from labor-management disputes. 

Mr. ALLEN. The committee will recess until 2 o’clock. 

(Thereupon, at 12:25 p. m., the subcommittee recessed until 
o'clock of the same day.) 


AFTERNOON SESSION 


The subcommittee reconvened, at the expiration of the recess, at 
2 p. m., in room 219 Old House Office Building, Hon. John J. Allen, 
Jr., chairman of the subcommittee, presiding. 

Mr. ALLEN of California. The committee will come to order. Ad- 
miral Denebrink, before there are any questions, do you have further 
statements that you desire to make for the record ? 


STATEMENT OF VICE ADM. F. C. DENEBRINK, COMMANDER, 
MILITARY SEA TRANSPORTATION SERVICE—Resumed 


Admiral DreNnEsrInxK. No, sir. 
Mr. Auten of California. Mr. Ray, do you have some questions? 
Mr. Ray. Yes, Mr. Chairman. 

Admiral, you spoke of the preferential rates, or the favorable rates 
which MSTS obtained. Just how are those brought about? What 
are the considerations that lead to such rates? 

Admiral Denesrinx. Are you speaking of the passenger rates that 
I obtained from the United States Lines and American Export Lines? 

Mr. Ray. I thought you spoke of that, and I was trying to phrase 
my question in terms with which you are familiar. I did not know 
what they all meant. Where do you get the preferential rates? Let 
us put it that way, first. It is on passenger business or on freight 
business ¢ 

Admiral Denesrink. We get a minimum first-class fare during the 
off season for passages. 

Mr. Ray. At the regular commercial rate ? 

Admiral Denrprink. At the regular commercial rate. The United 
States Lines, in an effort to balance their flow of business during the 
off season, have made a contract with us which gives us transporta- 
tion for their minimum fare. The same applies to the American 
Export Lines for their passenger run into the Mediterranean. Now, 
when we move passengers, we charge the Shipper Service a tariff, 
regardless of whether the passenger is an infant or a child or an 
adult. When we enter into the contract with these companies, ‘they 
allow the normal commercial business procedure to hold, which is, to 
allow infants to travel free and to give a half fare for children below 
a certain age. The way it averages out then is that, although their 
minimum fare is more than my tariff, by the time we incorporate into 
the calculations the infants and the minor children, it comes out just 
about what my tariff fare is, and it is also a minimum fare under their 
legal setup. 

Mr. Ray. Iv is not a preferential rate, though, is it? 

Admiral Denrsrink. No. It is legal. 
Mr. Ray. It is a commercial rate? 
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Admiral Deneprtnk. I used the term “preferential,” Mr. Ray, 
incorrectly, in that it is a preferred—it is beneficial to us, in that it 
is the minimum rate. 

Mr. Ray. As to the passenger service, you do not get anything 
below a quoted commercial rate? 

Admiral Deneprtnk. That is correct. It is the minimum quoted 
rate. 

Mr. Ray. Is that true as to the cargo? 

Admiral Drenerrink. We do not ship any cargo in that fashion. 
We have space-charter rates with the berth lines where, because of 
the large volume of business that we do and our desire to protect the 
interests of the of the Government, we have space-charter contracts 
with all the berth lines at rates which are under the commercial tariff 
rates. If we put more than 3,500 tons in a ship, we will get a reduc- 
tion under the basic contract space rate. 

Mr. Ray. That going commercial rate is an established quoted rate ¢ 

Admiral DeNneprink. Yes, sir; that is the established rate. Then, 
under our rates, if we put more than 5,000 tons of cargo in a berth ship, 
we get a further reduction in the terms of this space contract. 

Mr. Ray. Are those reductions substantial? If there is no objec 
tion, I suggest you state them. 

Admiral Denreprink. I would be very happy to furnish for the 
record a typical example of that. I would say that it is a substantial 
saving, and I would imagine also that the steamship companies un 
doubtedly have-a similar practice with large commercial shippers 
who deal in large volume. 

(The information was later furnished for insertion by Mr. 
Denebrink as follows :) , 

DEPARTMENT OF THE NAVY, 
MILITARY SEA TRANSPORTATION SERVICE, 
Washington, D. C., April 20, 1954 
Hon. JoHN J. ALLEN, Jr., 
Chairman, Subcommittee on Operations of MSTS, 
House of Representatives, Washington, D. ¢ 

My Dear Mr. ALLEN: During my appearance before your committee on March 
26, 1954, I offered to provide some additional information to further clarify two 
questions asked by Mr. Ray and Mr. Shelley lam happy to supply that informa 
tion which I trust will be helpful to you 

In response to Mr. Ray’s request for a typical example of preferential cargo 
rates showing reductions for 3,500 and 5,000 tons (lino p. 18) I have prenared 
the following table showing how the MSTS shipping contract (space charter) 
rates compare with commercial tariff rates for the identical typical commodities 


United States west coast/Far Rast (Yokohama) 


All rates shown on a measurement ton basis in United States currency 
( ere 
ff rate Bas ite 
Auto parts not otherwise specified $98 00 ¢18 
Machinery and parts not otherwise specified F 18. RE 
Canned goods mm AY) 18. &0) 
Paints and varnish 39. 50 1k. 80 
Airplane parts 5. 00 18. 80 
NOTE rhe basie shipping contract rate applies to that underdeck cargo not exceeding 00 measurement 
tons for quantities in excess of +500 measurement tons up to 5,000 measurement ton reduction of 20 per 


cent lowed, for quantities in excess of 5,000 an additional reduction of 10 percent is allowed 
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It should be understood that the MSTS basic rates under shipping contracts 
are net to the carrier in that the carrier does not incur any expense for loading, 
discharging or terminal costs. This expense represents a substantial figure and 
varies widely with respect to geographical locations, nature of cargo and other 
factors. The commercial tariff rates include all such costs. It is estimated 
that, with allowance for all expense, and in recognition of the volume of the 
military movement, the overall MSTS shipping contract rates average approxi- 
mately 20 percent under the commercial tariff rates. 

Mr. Shelley requested the monthly base pay for American and British seamen 
(lino p. 32). . United States Navy seaman receives a basic wage of $99.37 
monthly and his British counterpart receives 12 shillings per day or approxi- 
mately $50.40 monthly (30-day month) as a basic wage. 

If I can be of any further asistance to you please do not hesitate to call 
upon me 

Sincerely yours, 
F. C. DENEBRINK. 

Mr. Ray. Well, what I was trying to get at was the difference be- 
tween the rate accorded MSTS and that accorded commercial shippers. 

Admiral Denesrink. I would feel that any large corporation ship- 
ping large volumes of cargo would undoubtedly enter into space- 
charter contracts for the movement of large volumes of cargo ata 
rate which was below the so-called berth term rate, which is the going 
commercial rate. Therefore, we follow commercial practice in that 
regard, 

Mr. Ray. Is there any other consideration that enters into the 
negotiation, except the volume of business that you have to offer? 

Admiral Denrprink. No, sir; there is no other consideration. It 
is based — on a volume business, Mr. Ray. 

Mr. Ray. And is that arrangement made with all lines, or are some 
selected ? 

Admiral Deneprink. No; we have that with all lines. <As far as 
I know, there is no American line serving our routes that we do not 
have that arrangement with. We have been pressing to do that be- 
cause of the economies involved. 

Mr. Ray. I think you confirmed, this morning, the impression I got 
from your testimony last year, that, insofar as the merchant-marine 
_ y is concerned, consideration is not given to that policy at your 
office. Any consideration given to that polic: y, and the effect upon that 
policy of your shipping oper: ations, must be looked for elsewhere, 
because from the Joint Chiefs of Staff, or somewhere in the three 
customers you serve, you get orders to Handle so many people, or so 
much cargo? 

Admiral Denrprin«k. Yes. 

Mr. Ray. And you do not even look at the impact of that upon 
the merchant-marine policies; you have orders that direct the ship- 
ping, following certain pre ferences ? 

Admiral Denesrink. That is correct. We respect their require- 
ments; and we use the word “requirement” to mean that this is the 
business which we must execute for our customers—the tons of cargo, 
the numbers of passengers, depending upon the routes on which they 
want them to go, and we move those ce argoes and those passengers, 
and we employ the ships in the order of priority, that I attempted 
to explain. 

Mr. Ray. How do you determine what ships are available, and 
how do you make your choices ? 
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Admiral Denesrink. We, of course, use our nucleus-fleet ships, 
first, and, of course, they are continually on veyages; and we will 
have to take a look at the positioning of those ships. 

Now, as regards the berth ships, we have to be very equitable and 
very fair and very unbiased with regard to how we distribute our 
cargo to the berth lines; and that has been to take into account the 
number of sailings that all of these lines will have on a certain route; 
and, if we have cargo to go on a certain route, and there are several 
berth lines which service that route—1 might have 3 sailings a month, 
1 might have 2 sailings a month—we would take their record over 
the past year, and we would give an allocation to each line, based 
upon the number of sailings that it had performed ; and in that way 
we have equitably distributed the cargo among the competing berth 
lines; and that procedure is well received, in my opinion, by the indus 
try. I have never heard any complaints on that. 

Mr. Ray. I am just asking for information. I have not had com- 
plaints about it. And does that hold true with respect to all of the 
cargoes that you assign to other shipping lines? 

Admiral Denesrink. That system is used in connection with all 
cargo that is assigned to the berth lines—an equitable distribution 
based upon the number of snips that they employ, and their past 
performance over the past year. 

Mr. Ray. You spoke this morning about repair work, with refer- 
ence to ship repair yards. Do you have any similar system of deter 
mining which yard shall get the repair business ? 

Admiral Denesrink. Well, that is an excellent question, because 
it brings into focus the fact that we take a look at the work which is 
to be performed, and we invite competitive bids of all the people 
who have master ship repair contracts with MSTS. While the exact 
number of those contracts escapes me, it does include all responsible 
ship-repair activities on all coasts. We take a look at the amount 
of the estimated cost of the work that is to be done, and we will decide 
the area of the bidding in connection with the cost of the job. For 
example, if it is a job of voyage repairs or emergency repairs, we will 
limit the bidding to the port the ship isin. If, on the other hand, it is 
a job of overh: aul or alter: ation, involving considerable money, and we 
think that we could open the bidding up—because of that, we would 
open the bidding up to, let us say, ship- repair facilities north of Hat- 
teras, on the east coast.. Actually, in some cases we have opened the 
bidding up nationwide, in cases involving estimates that might run 
to $2 million or $3 million a ship. When the offers are all in, we will 
then make the award to the low responsible bidder. I think we 
have been fair in the awarding of those bids. From time to time, 
we have had questions raised as to our policy in that matter, and we 
have been careful to explain just why we went about it as we did; 
and I think that, by and large, we have satisfied most of the points 
raised, 

One other feature which I would like to point out is that oftentimes 
we will have a repair job that involves both drydocking and super- 
structure work. Depending upon the individual situation, we may 
call for the bid as a package deal, including both the superstructure 
work and the drydocking. In other cases we may split the bid, when 
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feel that it is in our interest to do that. In still the third ase, 
we may call for a combined bid and the split bids, and we will then take 
whichever offer is the low combined offer. 

[ think that pretty well sums it up. We have to take into account 
the differentials between the various ports which might be involved. 
If we move a ship for repairs to a certain port, we would have to allow 

financial compensation, taking into account the expense of moving 
the ship, and the fact that it was out of service for that length of time. 
I think that just about covers the matter. 

Mr. Ray. Would it be a fair question to ask you to state the areas 
in which MSTS might be causing a part of this shrinkage which our 
merchant marine figures show, the last few years—2 years, rather? 

Admiral Denesrink. You mean the shrinkage in the size of the 
merchant marine / 

Mr. Ray. The size of the privately owned and operated merchant 
marine. 

Admiral Denesrinkx. Well, I think we would have to examine the 
three principal categories of work performed by the merchant marine. 
Those caterogies are, first, passengers; second, dry cargo; and, third, 
petroleum ; dry cargo being everything in the cargo fie ld except petro- 
leum. To discuss s thos se individual cases, let us ti ake first the passenger 
business. We have a large number of transports. We move 150,000 
people a month, as my recent monthly records show. On the other 
hand, my memory tells me that I saw recently a news article stating 
that there were 35 American-flag passenger vessels in operation. I 
think my memory tells me that the capacity of those ships is around 
9 400, 

The passenger business of MSTS is dictated by the fact that in order 
to move large numbers of troops we have to have a specially config- 
urated ship that is capable of taking troops in the order of 3,000 or 
$,000 in a single voyage. Now, in order that we may achieve trans- 
portation at a reasonable cost to the Government, we utilize those 
de pe ndent transports which are e ngaged in carry ing troops, to move 
the dependents and the other civilians, that I have explained and 
detailed this morning; at the same time, for us to put only troops in 
a transport and to allow the other spaces to go vacant while moving 
the dependents and the other civilians, sponsored by the services, by 
other means would entail a greater cost to the Government. 

Mr. Ray. How many are there? Can you give a figure on how 
many a mont h there are of those dependents and others? 

Admiral Deneprink. My recollection is that in fiscal 1953 the total 
number of dependents carried was 160,000 in 1 year. 

Mr. Ray. And that is the measure of business that might have been 
done by the private companies had it not been more economical and in 
line for MSTS to carry, or how was that ¢ 

Admiral Denrsrink. I would say it is a question of economy of the 
Government. There would also be the question as to whether or not 
the private lines ran ships into those areas. 

Mr. Ray. Do you have any estimate as to the number that might 
have been carried by the private lines, the lines that ran to the points 
that are involved ? 

Admiral Denesrink. I do not have those estimates. The number 

of ships that are currently in private service is very few. By and 
large, the movement of our military dependents goes on at a fairly 
uniform rate throughout the year. The re may be some increase in 
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our dependent traffic during the summer months, but we have a 
fairly uniform flow throughout the entire 12-month period. In the 
private passenger business, I understand that they have a greater 
divergence between the summer months and the winter months: and 
that would make it difficult for us to carry on a uniform movement 
when added into their fluctuating demands. In the Atlantic and in 
the Mediterranean the ships—and I am just going by my own personal 
information now—seem to be booked very he avily during the summer 
months. In the Pacific there are very few ships operating. The 
American President Lines, as far as I know—and Mr. Brinson, its 
vice president, is present here today —has been traveling with a high 
percentage of utilization for some time. 

I notice in the report of the Matson Line that, last year, their 
Lurline, for the entire year, traveled at 95 percent of capacity. I think 
the principal area, however, comes up in the cost to the Government, 
and I would like to say this. Twenty years ago, when we did not have 
many overseas commitments of our Armed Forces, and we did not 
have the job in our hands that we now have, there were many depend- 
ents carried by private steamship companies. I remember that, in 
particular, the Dollar Line and the American Mail Line carried the 
dependents across the Pacific. The large number of forces deployed 
overseas and the authority granted for dependents to travel places 
upon the Government a considerable burden of expense; and when we 
have to move the troops, and we can accommodate these dependents, 
civilians, civil-service employees, and so forth, at the same time, it is 
a measure of effective economy. 

Mr. Ray. The two bills are in conflict / 

Admiral Deneprink. Yes. 

Mr. Ray. You were going to say something about cargo—or has that 
been covered ¢ 

Admiral Denrprink. I think that has been covered, Mr. Ray. 

Mr. Ray. How far back does this practice of carrying dependents in 
transports reach ? 

Admiral Denrsrink. I would say that in the Army Transport Serv- 
ice the practice goes back to the turn of the century. The families were 
permitted to go overseas in Army transports. | think I made my first 
trip in an Army transport in 1921. Howéver, I am not certain how 
much further back than 1921. 

Mr. Ray. Did they carry other civilian personnel? Of course, you 
have the records of it. 

Admiral Denrsrink. I am not certain with regard to the civilian 
civil-service employee or the contract employees. The Army always 
had a large number of transports, from the time when they found 
themselves in the Spanish-American War, required to move troops 
overseas; and I think I am correct that in‘ the Cuban campaign there 
was only one American-flag ship used, and that was a converted mer- 
chantman that was used as a hospital ship. 

Mr. Ray. No further questions. 

Mr. Auten of California. Mr. Bonner, any questions? 

Mr. Bonner. Admiral, I certainly want to compliment you on the 
very fine statement you made in opening your testimony this morning. 
Going no further than that statement, one would certainly say the 
MSTS is a successful operation in every respect. 
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Now, tell me. Mr. Ray has touched on it and has asked you some 
questions about it, and I do not want to be repetitious, but I do want 
to get some questions answered in the order that I have written down. 
What priority do you use in assigning cargo to various categories of 
ships used by you in moving military. cargo; that is, outbound from 
the United States and inbound? What priority do you use in assign- 
ing cargo in the various categories of ships? 

Admiral Deneprinx. Well, I use the nucleus-fleet ships first, if I 
understand your question correctly, and I allocate cargo to all of the 
nucleus-fleet ships which will be in position, in that shipping month 
that we are talking about. We then determine the amount of cargo 
that is to go into the berth ships. Then we have left time-chartered 
ships and Government-agency ships. Now, I think you have got an 
excellent question here. 

Mr. Bonner. Yes. I want thisclear, now. The berth liners come in 
before your chartered vessels? 

Admiral Denesrink. That is correct. 

Mr. Bonner. And get a preference—— 

Admiral Denrsrink. And get a preference. 

Mr. Bonner. On all cargo, after you have used the nucleus fleet; 
is that correct ? 

Admiral Deneprinx. That is correct. 

Mr. Bonner. Is that what you are doing? 

Admiral Denesrrnk. I want to make one point clear, because, while 
that is the theory—and that is our practice—I, for one, think that 
further description is needed. 

Mr. Bonner. Well, I am not talking about theory, but practice. 

Admiral Denrertnk. I am talking about practice. 

Mr. Bonner. I am talking about what you actually do. 

Admiral Denneprink. That is why I want to make this added note. 
If we are in a bull market in cargo, and we start out with a limited 
number of ships, and we have more cargo than we can carry in our 
nucleus-fleet ships, and then we go to the berth lines, and we give 
them all the cargo that they can carry, and we still have more cargo, 
I must then go out and charter some ships. Now, I can charter those 
ships in two W ays. I can charter them for a time period, say 4 
months, with an option to renew for 4 months; or I can charter them 
for a single voyage. And let us presume that I have chartered several 
of those ships, and let us presume, as the case happened, that we 
chartered every available tramp ship under the American flag, and we 
still had more cargo, such as we had in April, May, June, and July 
of last year, and then we needed the Government general-agency 
ships; so we had those “broken out.” 

Now, that is all right as long as we are in a bull market, but let 
us turn now to the situation we find ourselves in since last July, where 
we are in a market that is a bear market, as far as cargo goes, and 
we find a rapidly descending scale of cargo. 

So, my job is now one of prudent management, in addition to 
priority of cargo, and I find that I have a certain number of ships on 
my hands that I am paying for and I take steps to get rid of those 
ships as rapidly as I can, and I must get rid of them in the inverse 
order. 

The first ships that I must get rid of are the general agency ships. 
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Last July was our biggest shipping month; yet, on the 15th of July 
I took steps to start laying up general-agency ships, and I have laid 
up 128 of them since the 1: Sth of last July. 

It takes some time to get them laid up. They may be away on a 
voyage. They come back, and I must give them an overhaul and an 
inactivation. 

Time moves on. 

Now, and in the light of my cargo forecasts, I must decide how 
many time-chartered ships I should have. 

Getting rid of a time-chartered ship is again a laborious process, 
because I have them under charter for a period of 4 months. So, I 
must be very long-headed and long-handed in looking at that problem, 
and I will decide I have to get rid of some time-chartered ships. 
So. I will say, “We will not charter any more time-chartered ships.” 

That’s the first move. 

My next move is, we will re-list our time-chartered ships. Their 
time charter expires, but I point out again that takes some period of 
time. In the meantime, and while I have these ships under charter, 
prudent management dictates that I must employ them. 

Another element that enters into this matter is the susceptibility of 
cargo to movement. Certain cargoes, such as ammunition, I prefer 
to move in my own nucleus-fleet ships or in certain general-agency 
ships, which I had especially fitted up with dunnage to move 
ammunition. 

Certain cargoes, such as vehicles, are not favored by the berth lines, 
nor are they susceptible to movement, and I have some ships fitted 
up with special tween decks to move vehicles. 

One other element comes in, and that is under the current law I am 
not permitted to move privately owned vehicles, except in Govern- 
ment-owned ships. 

Mr. Bonner. I was going to get to the determination. 

Admiral Denrprink. Yes. 

Mr. Bonner. I wanted this priority left clear in this answer and 
have it show clearly how you determined this priority with respect 
to outbound and inbound vessels and inter- and intra-theater move 
ments, and intercoastal movements. 

Admiral Denesrinxk. Yes, sir. 

Mr. Bonner. I wanted that all clear at this point, and then I will 
ask you about the determination. 

You have satisfied yourself in the answer as to what priorities you 
use in assigning cargo to various categories of ships used by you in 
moving military cargo? 

You have satisfied ‘yourself of that? 

Admiral Denesrinx. I’ve satisfied myself, but I want to make very 
clear that you understand that the element of prudent management 
enters into the lifting of cargo. 

Mr. Bonner. Does the element of whether or not you may have 
overchartered enter into the situation ¢ 

Admiral Denesrin«k. It could enter into the situation. 

Mr. Bonner. Yes. 

Admiral Denrpsrink. It certainly could enter into it. 

Mr. Bonner. It could enter into the situation, and thereby you could 
deny eargo to certain vessels on the ground that you are tied up with 
charters 
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Admiral Denesrink. I'm certainly glad you raised this point be- 
cause if we made a mistake in judgment and we did not respect the 
rules under which we operated and we were not firm in our desire to 
scrupulously adhere to those rules, I am confident that we cate have a 
lot of chartered ships on our hands and a lot of general-agency ships 
on our hands which we were operating under the guise of prudent 
management and thus denying the berth lines the cargo that I feel 
they should have. 

Mr. Bonner. Yes. You see, Admiral, the reason we are interested 
in that is that we are paying for it on both ends. 

Admiral Denresrinx. That is right. 

Mr. Bonner. Out of the general funds. 

Admiral Denrprink. Yes. 

Mr. Bonner. Now, then, we get to the other phase of it: Who deter- 
mines and on what basis and by what means that cargo designated as 
susceptible to berth vessels? 

Admiral Deneprink. Well, a good case in point, Mr. Bonner, would 
be lumber going out of the Pacific Northwest. Lumber is a cargo 
which is not susceptible to berth movement. 

Let us take large vehicles, where the cargo holds did not have ade- 
quate overhead room. That would be another case of nonsuscepti- 
bility of cargo. 

By and large, I would say that ammunition is not susceptible move- 
ment in berth. The reefer-refrigerated products, frozen meats and 
vegetables, have to be given special treatment in reefer ships. 

Another item that is not susceptible is the item of aircraft. We 
would be unable to lift aircraft. Consequently, the first thing that we 
do when we get our cargo list is to subtract aircraft and reefer prod- 
ucts right off the bat as items that are nonsus: »ptible. 

Mr. Bonner. Special conditions placed on cargo shipper services 
play what part in arriving at your determination ¢ 

Admiral Denrsrinn. Well, the biggest item would be the size and 
character of the cargo, whether it is susceptible or not. 

[f the cargo is susceptible, then we offer it to the berth services. 

Now, I would like to bring out, and without emphasizing it too 
much, that we have experienced difficulty with the berth services ac- 
cepting cargo where the revenue which they would derive from that 

cargo was not as great as if they had other cargo, and I refer particu- 
iat ly to the movement of vehicles from the east coast to the Far East, 
and we have had large vehicle movements. 

At one time we had a program of 75,000 such vehicles. 

For those vehicles to have been listed in berth-line ships, where the 
weight of the vehicle is not consistent with the cubic feet of space that 
it takes up, makes it a poor venture, moneywise, for the berth line. 

Mr. Bonner. But you offered that to the berth lines. 

Admiral Denreprink. And the berth line—— 

Mr. Bonner. What other cargo did you carry on your regular 
nucleus fleet that this cargo could have been carried in lieu of? 

Admiral Denresrink. Well, I do not know that we had any that we 
put in the nucleus fleet. 

Mr. Bonner. You carried cargo on the nucleus fleet-—— 

Admiral Denrprink. Yes. 

Mr. Bonner. That could have been carried on berth lines, and the 
motor vehicles could have been carried on the nucleus fleet ? 
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Admiral Denesrink. We actually found that what we had to do 
when the berth lines 

Mr. Bonner. Refused. 

Admiral Denesrink. Rejected or refused to carry the vehicles—— 

Mr. Bonner. Refused to carry the vehicles. 

Admiral Denresrink. That we had to carry the vehicles in our own 
controlled ships, general agency ships. We had to carry our private 
vehicles in our Government-owned ships. 

So, that question more or less resolved itself and the berth line would 
then get the more desirable cargo. 

Mr. Bonner. That goes back to a question then: Who determines, 
on W hat basis and by W hat means, that cargo designated as SUSC eptible 





to berth vessels ? 

You can assign the bulk cargoes, the displacing cargoes to the 
nucleus fleet and give them cargo they can carry, ind that distributes 
the business. 

What priority is given cargo moving under the mutual assistance 
defense program, outbound from the United States, to the European 
theater ? 

Admiral Denesrink. The mutual assistance, MDAP, cargo comes 
under this procedure > oO percent of the cargo Is to be carrie d in Amer l 
can ships; the other 50 percent is to be carried in foreign-flag ships. 

Mr. Bonner. No: no. It Says at least 50 percent. 

Admiral Denreprink. Yes. 

Mr. Bonner. At least 50 percent should be carried. 

Admiral Denxsrink. At least 50 percent. 

Mr. Bonner. It doesn’t say anything about the balance of it. 

Admiral Denenrinx. That's right, but at least 50 percent. That is 
absolutely correct. 

Mr. Bonner. That you must. 

Admiral DenNEBrINK. Must do it. 

Mr. Bonner. Assign 59 percent of it to American-flag ships. 

Admiral Denesrink. Now, the amount of the cargo that is not to go 
in the American ships I never hear about. That is booked by the 
Army, if the cargo is Army cargo, direct with foreign shipping agents 
who have been designated in this program. 

That part of the cargo which is to go in American ships is given to 
me as an Army requirement, and I move that MDAP cargo in Ameri- 
can ships, just the same as any other cargo which is furnished for me. 

Now, in certain areas we may not have enough American ships or 
their schedule may not be appropriate, and we on occasion have con 
tracted for the movement of this cargo in foreign-flag ships ; and I 
refer spec ifie ally to the case of Greece, where the Greek Government 
would not pay for the transportation aa military cargoes trans 
ported in Greek ships. Therefore, all of the cargo for the Greek 
program was given to me for movement in MSTS control. 

We would give that cargo to American-flag ships on occasion, and 
with decreasing regularity, may I say, we gave some of those cargoes 
to two Greek companies. 

Mr. Bonner. Now, the aircraft shipped on small aircraft carriers, 
which you have mentioned—are they first offered to berth lines ¢ 

Admiral DENEBRINK. Sir? 

Mr. Bonner. Are they first offered to berth lines for transportation ? 
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Admiral Denesrink. The aircraft ? 

Mr. Bonner. Yes. 

Admiral Denesrinx. No, sir. The aircraft are not susceptible to 
the movement in berth ships. 

Mr. Bonner. You don’t offer them? 

Adiniral Denesrinx. No. 

Mr. Bonner. You move cargo from the United Nations Korean 
reconstruction agency. What priority by vessel classification is given 
to it when it originates in the United States of America ¢ 

Admiral Denesrink. I would not know of any distinction that 
is given. 

Mr. Bonner. You move it for the United Nations Korean Recon- 
struction Agency. 

Admiral Deneprin«x. I wouldn’t know whether I moved any of that 
cargo or not. 

If that cargo was moved by me, it would be sponsored by the Army 
or the Navy, or the Air Force, and it would come to me for movement 
and I would move it in the same fashion that I moved any other 
cargo. 

1 am not certain about that. I do not know whether I have ever 
done it. 

Mr. Bonner. So, you don’t know anything about e: argo, other than 
that cargo which is offered by the national defense agencies, as to its 
or igin ? : 

Admiral DenresrinK. I have no idea as to its origin. 

Mr. Bonner. In your statement did you include the policy state- 
ment signed by the Secretary of Defense and the Secretary of Com- 
merce in August 1951? 

Did you include that in this? 

Admiral Denresrinx. That is included in there; yes, sir. 

That is a very important paper. 

Mr. Bonner. Then is not the assignment of a fixed percentage of 
cargo to American-flag vessels in berth service in ae with that 
joint agreement ? 

Would you care to read the agreement now, to refresh your memory ¢ 

Admiral Denesrink. I am quite aware of it, sir. 

I would say that my answer goes back to my pointing out to you the 
difference between the management problem that we have when we are 
operating in a bull cargo market or in a bear cargo market, and if we 
are in a declining—— 

Mr. Bonner. The bulls and the bears make the determination ? 

Admiral Denesrink. I think that is right. 

Mr. Bonner. Pardon. 

Admiral Denersrin«. I think that is right. 

Mr. Bonner. And not this agreement? 

Admiral Deneprink. We always are guided by that agreement, con- 
sistent with the management problem of not overstocking on chartered 
ships, not overstocking on general agency ships, and keeping our 
ideas relentlessly to supporting that agreement. 

I would like, if I might—— 

Mr. Bonner. I will ask you this, then: Is not the priority estab- 
lished by you to the different classification of vessels, excepting MDAP 
eargo, in conflict with this statement ? 
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Admiral Denrsrink. Well, I don’t think that we have the conflict 
with MDAP cargo. 

Mr. Bonner. I said excepting MDAP cargo in conflict with this 
statement. 

Admiral Denesrrnk. We accept the MDAP cargo under the same 
procedures as any other cargo that comes to us from the shipper 
services. 

Mr. Bonner. I will ask you: Are you going to change your policy 
to conform with this statement ? 

Admiral Deneprinx. I believe that our policy is 

Mr. Bonner. Do you think you better read the statement? 

Admiral Denerrinx. I would be very happy to. 

Mr. Bonner. We are talking—of course, it is perfectly clear to you 
what is in the statement. 

Admiral Dreneprink. On page 15 we see this paragraph, 2 (ce), 
which says: 





Additional ships required for MSTS purposes to be obtained from other sources, 
including general agency: 

Under conditions short of full mobilization 

Mr. Bonner. That is additional ships necessary. 

Admiral Denrsrink. That’s right. 


* * * all additional shipping required above that indicated in subparagraph 
9 (a). ** * 


And subparagraph 2 (a) are the vessels of my nucleus fleet. So 
we have: 

Under conditions short of full mobilization all additional shipping required 
above that indicated in subparagraph 2 (@)- 

Which is my nucleus fleet ships— 
will, except as provided in paragraph 5, be obtained by the following means: 

(a) Maximum utilization of available berth space whereever this is consistent 
with military requirements. 

Mr. Bonner. Well, that is the point right there—maximum 
utilization. 

Admiral Denepsrink. Yes, sir. 

Mr. Bonner. Of berth space. 

Admiral Denrprink. Of available berth space. 

Mr. Bonner. That is right. 

Admiral Denesrink. Wherever this is consistent with military 
requirements. We are talking not theory now; we are talking practice. 

Starting in December of 1952, the berth lines were offered all the 
cargo they would or could carry, all the cargo they would accept. 

Mr. Bonner. At the present time? 

Admiral Denesrinx. That was—— 

Mr. Bonner. At the present time? 

Admiral Denesrink. Commencing in December of 1952. 

That practice prevailed until August of 1953, when the cargoes 
began to decline in volume, and we returned to the procedure of the 
allocation of berth on a percentage basis, determined by the number 
of lines and the number of ships on each route. 

Now, that permitted an average of 45 percent of our total cargo 
to be carried in the berth lines. You must bear in mind that that was 
45 percent of the total cargo and did not take into account that cargo 
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which was not susceptible of movement by berth. So it is my opinion 
that, through all of this time, the berth lines have carried approxi- 
mately 75 percent of the total cargo that was available to be moved. 

Now, I would like to proceed Jus st one step further. As we have 
been able to get rid of our general agency ships—and, frankly, I think 
we have; I am sure we even anticipated the industry, both as to the 
time and the speed of turning in our general agency ships-—and as 
we have been able to reduce the number of chartered vessels under 
MSTS control, we have got to the point where, at the end of this 
month, we will have only 34 chartered ships on our books, whereas 
we actually had in the neighborhood of 200 on the ist of last August. 

I feel this: I think we have been ahead of ourselves rather than 
behind ourselves in the speed with which we have been able to get rid 
of those vessels. 

Now, I would like to make one note of explanation with regard to 
our general agency ships. 

We had as many as 141. Today we have six C1-M-AV1 in Japan. 
They are small ships which we need to move into Inchon harbor, 
where there is a peculiar condition of draft that necessitates a small 
ship being used, and we have others in the nucleus fleet, the 
C1-M-AV1’s. 

We have eight Victory ships which have been fitted up for use in 
the support of our northeast-area operations, and I am referring now 
to the areas up in Greenland, Baffin Bay, Thule, and similar places, 

We did have 16 of those ships, and I have reduced that in half, and 
I think that I’m going to be on sound ground in meeting our obligations. 

The only other general agency ships that I have at this time are 
ships of the mariner type, and I think you should know of my thinking 
in that regard. 

We are the only operator who has ever accepted the mariner ship 
in service, and when these ships began to come off the line MSTS was 
asked if they would accept them, and the MSTS position has consist- 
ently been that we would. 

When my program of eliminating general agency ships and elimi- 
nating time-chartered ships was proceeding in what I thought was 
a satisfac tory manner, we came to the month of December and I made 
a decision to turn in mariners. 

Now, I would like to say this: That at that time we found out that 
we had five mariners operating with us which during the month of 
January would have completed their 6 months’ acceptance period after 
completion. So I made the determination that we would turn in five 
mariners during the month of January. 

Mr. Bonner. You were merely operating on a 6 months’ period to 
display their efficiency in construction ¢ 

Admiral Drenesrink. That’s right. 

Now, I want to say, however, I was under no compulsion to take 
the ships, nor was I under any compulsion to continue them during 
their 6 months’ period; but I discussed the matter with the officials 
of the National Shipping Authority and I expressed that I thought 
in the national interest somebody should operate these mariners during 
their 6 months’ trial Pe oe and that view was concurred in by the 
maritime authorities. So I said that I would continue to accept 
mariners and continue nw ‘eptrath them during their 6 months’ trial 
period. 
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Now we have turned in five ships for January. There were four 
whose period of acceptance ended in February. We turned them in. 
We turned in two in this month of March. In April we will turn in 
three. 

We are currently operating about 10 or 11 mariner ships worldwide. 

We have three more ships to turn in in April. 

We have five more mariners that are still to be completed by the 
builder, and I think that we should continue to take those and operate 
them. 

We have had no complaints from the industry with regard to our 
au ae in this matter, although it has been freely discussed. The mat- 

r has the approval of the maritime industry. 

“Tt is costing us a little money, I may say, to do this becaus se we have 
to pay for husbanding charges and inactivation charges, and I regret 
this is taking cargo away from the berth lines by operating these 10 
mariners. 

Mr. Bonner. Then, under our democratic form of Government 
and under one of the most basic policies of our armed services, that of 
utilizing wherever and whenever possible those facilities in America 
created through the efforts of civilian labor by the investment and 
risk of large sums of private capital, those things needed for the 
defense of this country, should not your policy be revised to give 
first consideration to those ships which were built and maintained i 
America, manned by Americans, owned by American selaaaine. 
which operate them solelv in regular, dependable berth service ? 

Admiral Denesrinkx. Well, Mr. Bonner, I regret I can’t accept 
that. I would have to say no to that. 

Mr. Bonner. You can’t agree to that ? 

Admiral Deneprink. I would have to say that I must give first 
priority to the use of my nucleus fleet ships. 

Mr. Bonner. Do you, personally, believe that any ship which offers 
to take 9,000 tons of your cargo can honestly be called a ship employed 
in the berth service ? 

Admiral Denerrink. I’ve really often wondered about that, Mr. 
Bonner, and I find that I am up against a management problem, 
where I am a shipping company and I have to charter ships and I 
have to allocate cargo to berth lines, and we find that under the equi- 
table system of alloc ating cargo to these various berth operators that 
a company will have an entitlement, which is the term we use, of so 
many tons and we will find that this company will charter a ship and 
put it on berth and operate it as a berth ship. 

Now, then, I am confronted with a very realistic problem. I don’t 
think it is my function to police the maritime industry and to deter- 
mine upon their practices and procedures. 

Mr. Bonner. Well, of course, I am just asking you some questions 
here of your vast knowledge of shipping ee you certainly have 
demonstrated, to give your answers yes or no, or your opinion. That 
is all. 

Admiral Denesrrnk. That is right, and I—~— 

Mr. Bonner. Now, wouldn’t you agree that 7,000 tons should be the 
maximum offered by any berth vessel ? 

Admiral Deneprtnk. I would say that the question of this whole 
matter that you bring up in these last couple of questions is a proper 
matter for the action by the various shipping associations. 
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Mr. Bonner. That is asking for your view. 

Admiral Deneprink. Well, that is my view. 

Mr. Bonnrr. You think that ought to be left to somebody else? 

Admiral Denesrinx. I think—— 

Mr. Bonner. With your vast knowledge of shipping, you want 
somebody else to answer that, do you? 

Admiral Denesrinx. I think the matter as to when they can charter 
ships—— 

Mr. Bonner. You make the determination as whether they are a 
bona fide berth liner? 

You make that determination ? 

Admiral Denesrinx. That is correct. 

Mr. Bonner. Now, that is why I am asking you these 2 questions, 
as between the 9,000- and 7,000-ton. 

Admiral Denesrink. Well, I’m not that smart because I think the 
whole question is one of regulation and control. 

Mr. Bonner. Well, you mentioned chartered vessels. I was going 
to ask you about that. Shouldn’t only a ship owned, not chartered by 
a company, maintaining a berth service, be classified as a berth vessel ¢ 

Admiral Denepring. I have heard that, too, sir, and let me answer 
that in this way: Suppose I’m the American President Line, or the 
Pacific Far East Line, and my owned ship—o-w-n-e-d—comes into 
the Golden Gate in a fog and runs on mild rock, and she is a total 
loss, and because she was a berth ship she is scheduled to sail 10 days 
later, and she is at the bottom of the Golden Gate; then somebody has 
to go out and charter a ship in order to take the place of this ship 
which has been sunk. 

So, that is not the yardstick, in my opinion. 

I think the yardstick, rather, is a matter of regulation within the 
industry to determine their own order of business. 

Mr. Bonner. To define the question ¢ 

Admiral Denesrink. Yes, sir. 

Mr. Bonner. Admiral, turn ane e to your statement. This question 
is going to have to come up. I always did believe that the best thing 
to do about delicate subjects is just bring them out in the open. 

I am a strong advocate of full employ ment, fair employment, fair 
wages. I believe in the — of organization. Certainly we recog- 
nize it in the professions. So, therefore, I accord the right to people 
in the trades. 

I am going to ask this question, as we go along, of different people 
to get some light on it: What are we going to do about it? 

The responsibility of this committee is to foster and perpetuate and 
build up a strong American merchant marine. Competition is getting 
great. We have the know-how; we have the ability; we have it all— 
yet, we are gradually going backward. We are soon going to have 
more merchant seamen on the beach than we have on the high seas, 
if we haven’t already reached that period. 

Now, this matter of cost of construction as compared to the cost 
of operation in regard to subsidy interests me. We can pay up to, 
I think, it is 50 percent on the cost of construction. 

That is about right; isn’t it? 

Admiral Deneprrnk. Yes. 

Mr. Bonner. Now, on the cost of operation, the subsidy now runs 
what percent ¢ 
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Mr. Buu. It runs a different percentage on different items, Mr. 
Bonner. 

Mr. Bonner. I am talking about the cost of operating the vessel. 

Mr. Buti. The overall operating cost ? 

Mr. Bonner. The overall. 

Mr. Boi. The overall—— 

Mr. Bonner. We are entering into this in a fair, open, and above- 
board discussion. 

Mr. Butw. Overall—— 

Mr. Auten of California. Would the witness give his name for the 
record ¢ 

Mr. Buty. W. L. Bull, commercial shipping adviser. 

Mr. Bonner. You are with the MSTS? 

Mr. Buu. Yes, sir. 

It runs on an average, I should think, that is, the operating dif 
ferential, about 35 percent. 

Mr. Bonner. Now, I want to get it clear. The cost of labor on an 
American ship is 35 percent—— 

Mr. Buu. No, sir. 

Mr. Bonner. Higher than the cost of labor on a foreign ship? 

Admiral Denesrrn«. I think I can answer that, Mr. Bonner. May 
I take over here? 

Mr. Bonner. Now, we dothat. We give this 50-percent differential 
in the shipyard to get ships built in American shipyards, to employ 
American mechanics, and so forth, and American engineers. We 
are willing to go 50 percent in the shipyard. Now, what is the dif- 
ferential on the high seas in the operation with respect to labor ? 

Admiral Denesrtnk. I have this comparison of the estimated per 
diem cost of operating a C-3 type cargo ship, which is 12,000 dead- 
weight ton, excluding the overhead, excluding fuel and port charges, 
under the American and the British flags. 

Now, we have tried to get these figures from competent sources, 
and I believe that they are correct. 

The crew wages, including the average overtime and the fringe bene- 
fits, for a United States flag vessel is $940 per day; for a British flag 
vessel, $264 per day. 

Roughly, then, it is between 3 and 4 times as expensive to crew an 
American ship as it is a British ship. 

Now, the subsistence on a United States flagship of this type—$96 
a day; and of a British flagship, $49 a day. 

So, in the subsistence area the ratio is about 2 to 1. 

Mr. Bonner. And the construction is about 2 to 1% 

Admiral Denrprinx. Yes. 

For stores, supplies, and equipment, the United States flagship is 
$120 a day, while the British flagship is $102 a day. 

For maintenance and repair we estimate the United States flagship 
at $260 a day and the British flagship at $170 a day. 

Insurance—United States flag, $240 a day; British flag, $190 a day. 

Miscellaneous—we assign $50 to each ship. 

Depreciation and interest—$360 a day for the United States flag- 
ship and $320 a day for the British flagship. 

Thus, the United States flagship, excluding overhead, fuel, and 
port charges, costs $2,066 a day while the British flagship comes to 
$1,145 a day. 
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o, the American ship operates at a daily disadvantage of $921 a 
day. 

There is this thought: that these estimates are based on an assump- 
tion of 48 in the crew under each flag. If the British use lascars or 
other nonwhites, the crew might be increased to 65. 

The wage total would remain about the same, but the subsistence 
would be increased by about $17 a day for the larger crew. 

Mr. Bonner. How does the individual cost per person compare on 
the sea with his counterpart on shore; that is, mechanically the type 
of men you have on a vessel at sea and the same type in a shipyard 
ashore, the c ompensation? Is it one and the same or is it higher? 

Admiral Denesrink. Well, I am honestly unable to answer that. I 
don’t have that. I will get that figure for you, but—— 

Mr. Bonner. There is a comparison 

Admiral DeneBRriInk. Yes, sit 

Mr. Bonner. That you can make, isn’t there? 

Admiral Denesrink. There certainly is. I just do not have the 
fimures available at this time. 

Mr. meen r. It is all right with me for a man to make as much as 
he can anywhere, but if he, by this additional cost, is just undermining 
other people from employment and it is going to eventually—we have 
an experience here now in the House with regard to appropriations 
for these subsidies, and we have had a lot of trouble, and this com- 
mittee takes the brunt burden over there trying to maintain and sup- 
port legislation to carry on the American merchant marine. I am 
just interested to find where and in what place we run into the diffi- 
culty of maintaining the merchant marine. Now, where do you think 
we do? 

Admiral Deneprinx. Well, I have this very genuine thought. 

Mr. Bonner. Is it management or what is it ? 

Admiral Denresrinx«. I think we must—we must—recognize that we 
must have an American merchant marine. 

Mr. Bonner. We all agree. 

Admiral Denreprink. Under the American flag. 

This is a soberly said statement by me. 

I feel very strongly about this because I’ve been in this Jogisties 
business now for about 10 years, and I know that ocean transporta- 
tion is one of the most vital areas of logistics, and I know that unless 
we can provide our fighting forces overseas with logistics, including 
ocean transportation, we cannot place in the hi ands of our military 
commanders the tools to insure victory in war. 

Mr. Bonner. I thoroughly agree. 

Admiral DeneprtnKk. So, I make the statement that in war, with- 
out logistics, courage just ain’t enough. 

So, we must have ocean transportation, and I feel very strongly 
that it must be of two characters: 

First, it must be available to this country, and the best way to make 
it available to this counry is to have it under the American flag. 

Second, I believe that all of our military ocean transportation, all 
of our military supplies, must be responsive to military authorities 
and, hence, must be under some such agency in the military as MSTS. 

But now we are faced 

Mr. Bonner. That is the nucleus part of it? 
Admiral Denesrink. That’s right; the nucleus. 
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Mr. Bonner. That is what you are talking about. You are not 
talking about all this expanded—— 

Admiral Denesrink. That is right. 

So, now, we are convinced we need an American merchant marine, 
and that is the best way to have our affairs in order. 

The cost of the American merchant marine, as I have indicated 
here in the comparison between an American-flag ship and a foreign- 
flag ship, places a great burden upon the American taxpayers. 

There are two areas that I feel are susceptible to contributing to 
this unbalance: One is in the cost of ship construction; the other 
is in the cost of ship operation; and I feel until we can arrive at some 
formula for accepting these added costs in order to provide the 
American merchant marine, which is so vital to our country’s interest, 
that we are really not accomplishing much. 

Now, it is something like insurance, like life insurance. It isn’t 
so much what it costs you as can you afford to be without it. 

In an intangible sense, if you will permit me to say it, it is some- 
thing like religion. You can’t afford to be without it, and you don’t 
know just what all the costs are that go into it. 

Mr. Bonner. That is what we are trying to find out. What is the 
solution so we can get it? 

Admiral Denresrink. But I believe that we must have the American 
merchant marine, and we must have it in adequate numbers. 

Mr. Bonner. Everybody agrees to that, but as fast as we can ap- 
propriate money and as fast as we can give the American merchant 
marine more money, it just goes right away. 

Admiral Denerrink. Well, may I say this also, and this is my 
personal opinion: That it is better for us to have the program sched- 
uled over a long term so that we add to or replace our merchant marine 
in an orderly fashion rather than to come up every war with a flash 
program that arrives too late at too great a cost. 

Mr. Bonner. And at the present time we are only carrying about 
30 percent of our export commerce; isn’t that right ? 

Admiral Deneprink. That is correct. 

Mr. Sueuiey. Less than that. 

Mr. Bonner. Less? 

Mr. Suetiry. Less than 30. 

Mr. Bonner. What is it? 

Mr. Suetitey. Twenty-eight percent. 

Admiral Denresrink. Twenty-eight percent was the last month. 

Mr. Bonner. Twenty-eight per cent. 

So, if this committee is going to do anything, we must find this 
solution and, with all the various segments that are interested in it, it 
looks like men would come here and just testify and say what the solu- 
tion is and all get together and see if we can’t reach the desired result. 

Thank you, Mr. Chairman. 

Mr. ALLEN of California. The committee will recess for 5 minutes. 

(Whereupon, at 3:30 p. m., the hearing was recessed, to reconvene 
at 3:35 p.m.) 

(The hearing reconvened at 3:35 p. m.) 

Mr. Aten of California. The committee will come to order. 

Mr. Shelley, do you have some questions ? 

Admiral Denesrink. Mr. Chairman, may I correct myself in answer 
to Mr. Bonner? 
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I didn’t know my lesson, Mr. Bonner. 

Mr. Bonner. I think you have done remarkably well. 

Admiral Denrersrin«. In the MDAP cargo, our directives call for 
us to use the berth lines first, the chartered ships second, the general 
agency ships third, and the nucleus fleet last. 

One other item: We have confirmed that we have never used nucleus 
fleet ships on the run from the Atlantic to the Far East. 

That was a matter which needed, I think, clarification. 

Mr. Bonner. Well, Admiral, you want to be very careful about that 
because that will be the permanent record now. 

You say you haven’t used the nucleus fleet where there was a berth 
vessel to take the cargo? 

Admiral Denrsrink. We have not used nucleus fleet ships on the 
run from the Atlantic coast to the Far East. 

Mr. Bonner. But you have used- 

Mr. Buty. Cargo ships. 

Admiral Deneprink. That is cargo ships. 

Mr. Bonner. But that isn’t true on the Pacific ? 

Admiral Denrertnx. That is not true on the Pacific. 

Mr. Bonner. Why isthat, Admiral ? 

Admiral Deneprink. Well, we don’t have too many nucleus fleet 
cargo ships. I think we have in the neighborhood of some 27 nucleus 
fleet cargo ships. 

Mr. Bonner. But, as I understand it, you have used those on the 
Pacific ? 

Admiral Denresrtnx. That is right. 

Mr. Bonner. Running parallel to the berth line operators ? 

Admiral Denreprink. Well, yes. We use them. We use our nucleus 
fleet ships moving cargo. 

Mr. Auxen of California. Mr. Shelley. 

Mr. Suetiey. If I may, Mr. Chairman, I would just like to clear 
up one thing, to sort of get a corresponding comparison in the record to 
something you said in answer to Mr. Bonner. You hold the rank of 
vice admiral in the United States Navy. 

Admiral Deneprink. Yes. 

Mr. Suetiey. What is the pay of a vice admiral of the United 
States Navy ? 

Admiral Denesrink. Well, to be very realistic about this now, 
counting everything I get, $15,000 a year 

Mr. Suetiey. What is the pay of an equal rank in the British 
Navy; do you know? 

Admiral Denrsrrnk. I haven’t the slightest idea. 

Mr. Suriiry. Do you think it is equal to the rank that you hold 
in the United States Navy ? 

Admiral Denresrink. May I get some help here? 

Do you know ? 

Admiral Drerricu. It is approximately a little less than $10,000. 

Admiral Denerrtnk. I am informed a little less than $10,000. 

Mr. Sueiitry. What is the base monthly pay of a seaman first in the 
United States N: vy? 

Admiral Denesernk. I’msorry. I can get those figures, but I really 
don’t know. 

Mr. Suetiey. And what is the base monthly pay of the correspond- 
ing grade in the British Navy? 
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Admiral Denesrink. Well, again I must plead ignorance; but I 
will bs glad to furnish it for the record, Mr. Shelley. 

(The information is furnished on p. 23.) 

Mr. Suetiey. I think that those records when furnished will show 
that we believe our military should have an American standard of liv- 
ing and correspondingly, the point I want to make, that our civilian 
employees in the maritime fleet should have an American standard of 
living, too. 

That is all, Mr. Chairman. 

Mr. Auien of California. Admiral Denebrink, I want to repeat to 
some extent what Mr. Bonner mentioned in thanking you for the very 
full and adequate presentation of the basic facts upon which this 
examination has been based. 

You have presented a statement and a number of charts, but did not 
read the statement. So, at this point in the record, if you wish, the 
statement and the charts will be included as a part of the record. 

(The statement referred to is as follows:) 


STATEMENT CONCERNING THE ORGANIZATION AND OPERATION OF 
THE MILITARY SEA TRANSPORTATION SERVICE AND ITS RELATION- 
SHIP WITH THE UNITED STATES PRIVATE SHIPPING INDUSTRY BY 
VICE ADM. F. C. DENEBRINK, UNITED STATES NAVY, COMMANDER 
MILITARY SEA TRANSPORTATION SERVICE 


In order to present a clear picture of the organization and operation of the 
Military Sea Transportation Service and of the actual position it occupies with 
relation to the United States private shipping industry, it is necessary first to 
record the contents of five basic official documents which are fundamental to the 
establishment and operation of the Military Sea Transportation Service. These 
five documents comprise: (1) An excerpt from a memorandum from Secretary 
of Defense James Forrestal to the Joint Chiefs of Staff on 3 January 1949, (2) 
Secretary of Defense Louis Johnson’s directive establishing the Military Sea 
Transportation Service on 2 August 1949, (3) the 6 October 1953, revision of the 
implementing directive issued by the Chief of Naval Operations governing opera 
tion of MSTS, (4) statement of policy of 10 May 1951, on relationship of the 
National Shipping Authority and the Military Sea Transportation Service by 
Secretary of Defense Robert Lovett, and (5) the memorandum of agreement dated 
August 1951 between the Secretary of Defense and the Secretary of Commerce 
concerning the relationship between the National Shipping Authority and the 
Military Sea Transportation Service. 

Excerpt from a memorandum from the Secretary of Defense, James V. Forrestal, 
to the JCS dated 3 January 1949: 

“I approve, as I heretofore stated orally, your recommendation for the assign- 
ment to the Navy of responsibility for the operation of sea transport for the armed 
services, and request that you proceed at once to arrange for a study of the 
details and procedures to be followed in assigning to the Navy responsibility in 
this regard.” 

2 Aveust 1949. 
DIRECTIVE 


Minitary SEA TRANSPORTATION SERVICE 


Pursuant to the authority vested in me and in the interest of greater efficiency 
and economy, there is hereby established within the National Military Establish- 
ment, under the direction and control of the Department of the Navy a unified 
sea transportation organization to be known as the Military Sea Transportation 
Service (hereinafter referred to as MSTS), which shall have the purpose, com- 
position, authority, and responsibility hereinafter described. 

1. Purpose 


The MSTS is established in order to provide, under one authority, the control, 
operation, and administration of ocean transportation for personnel (including 
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the transportation of sick and wounded), material (including petroleum prod- 
ucts), mail, and other cargoes for all agencies or departments of the National 
Military Establishment (excluding personnel and cargo transported by units of 
the fleet) and as authorized or directed for other Government agencies or de- 
partments of the United States subject to established priorities. 

2. Composition 

(a) The MSTS shall consist initially of the Government-owned vessels now 
assigned to the Department of the Army and the Department of the Navy for 
the purpose of providing sea transportation for personnel and material of the 
armed services (except those vessels assigned to the combatant fleets of the De- 
partment of the Navy) and all other vessels acquired for the purpose, together 
with the personnel, facilities, and equipment necessary to support the operation. 
The term “Vessels” as used herein shall include those ships and craft employed 
in transoceanic, intratheater, and coastwise operations but excludes those used 
or required by the Departments of the Army, Navy, and Air Force in harbors 
or inland waterways. 

(b) The MSTS will be commanded by a flag officer appointed by the Chief of 
Naval Operations subject to the approval of the Secretary of the Navy. 

3. Functions and responsibilities 

(a) Subject to the authority and direction of the Chief of Naval Operations 
the Commander MSTS will exercise direction, authority, and control over the 
MSTS. 

(b) The MSTS will be responsible for: 

1. The control, operation and administration of Government-owned vessels 
assigned, and all other vessels acquired for the purpose of providing a carrier 
service of ocean transportation of personnel and material for the armed services, 
and, as authorized, for all other Government agencies of the United States, 
subject to priorities and policies as directed by the Joint Chiefs of Staff (Joint 
Military Transportation Committee) and the Munitions Board. 

2. The establishment, control, and administration of organization units ashore, 
worldwide, necessary for the administration and operation of MSTS. (Existing 
arganizations and facilities of the three services will be utilized by MSTS as is 
practicable and necessary and as directed by the Secretary of Defense.) 

3. The procurement of vessels outside of the MSTS fleet by bareboat, time and 
voyage charter, and the procurement of space in commercial shipping as found 
necessary. 

4. The establishment of an adequate system for reporting requirements for 
transportation of passengers and cargo within the three services, and for such 
other operational information as considered by MSTS to be necessary for the 
efficient employment of MSTS vessels, and for the chartering of commercial 
vessels and the procurement of commercial shipping space. 

5. The administration of priorities for sea transportation of material and 
personnel of the armed services in accordance with the policies and procedures 
established by the Joint Military Transportation Committee. 

6. In coordination with pertinent Government agencies, the preparation of 
recommendations for the design, specifications, and equipment of transport 
vessels. In collaboration with pertinent Government agencies, the making of 
studies, analyses, and recommendations for the improvement and standardiza- 
tion of sea transport control practices, procedures, reports, forms, and coordina- 
tion of traffic movements. 

7. The control and administration of maintenance, repair, and alterations of 
all Government-owned vessels assigned to MSTS plus the maintenance and re- 
pair of vessels under bareboat charter. 

8. The preparation of plans for the employment and expansion of MSTS in 
time of national emergency. These plans will be based on the policies and 
directives issued by the Joint Chiefs of Staff and the Munitions Board. The 
execution of such approved plans requiring the services, facilities, and personnel 
of commercial sea carriers and negotiations therefor, are the responsibility of 
the Commander MSTS who will consult and coordinate with -the appropriate 
agencies of the NME. 

9. The development and maintenance, in consonance with policies and proce- 
dures approved by the Office of the Secretary of Defense and the Department of 
the Navy, of such cost-accounting records and operational statistics as will reflect 
the degree of efficiency and economy of the operations conducted by MSTS and 
show the utilization of funds, manpower, and equipment assigned to MSTS. 
Suitable reports will be made to interested agencies of the NME. 
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10. The determination of the requirements of MSTS with respect to personnel, 
equipment, material, facilities, and services; and advising the Chief of Naval 
Operations in these matters. 

11. The preparation of budgetary and other fiscal requirements of MSTS as 
coordinated with participating agencies in accordance with directives of the 
Secretary of Defense on fiscal matters. 

12. The administrative control of funds received by transfer, by reimburse- 
ment or received in payment for services rendered in consonance with policies 
directed by the Secretary of Defense. 

13. The approval of stowage plans and their proper implementation. The 
Armed Service concerned will have representation with MSTS in the preparation 
of detailed stowage plans affecting the shipments made by that Service. The 
movement of cargo of the three Armed Services to the side of the ship is a respon 
sibility of the Department owning the cargo. Stevedoring service will be arranged 
for by the port command when Government port facilities are being utilized 
Stevedoring service will be arranged for by the Department owning the cargo 
when commercial port facilities are used. The responsibility for the implement: 
tion and execution of loading or unloading rests with the activity furnishing the 
stevedoring services. The responsibility of MSTS for cargo begins when the cargo 
is finally stowed on board and accepted by the commanding officer, and termi- 
nates when the cargo is accepted free on board ship at destination. 

14. The coordination between the Services and MNSTS of the booking of pas 
sengers and cargo. The Armed Services concerned will have representation 
with MSTS in the approval of detailed plans affecting the movement of personnel 
and cargo of that service. 

15. The control of all passengers on MSTS vessels. By agreement between 
MSTS and the Armed Service concerned, administrative control may be exercised 
through commanders of personnel assigned by the Armed Services concerned. 
The responsibility of the MSTS begins when the passenger embarks on the ship 
and terminates when the passenger disembarks from the ship. 

16. The coordination of MSTS activities with the administration, management 
and operational control of port facilities. Such harbor tugboats, harbor facilities, 
and stevedoring services, as are available and are necessary in connection with 
the operation of vessels will be provided for the use of MSTS through mutual 
agreements of MSTS and through departments concerned and as local conditions 
permit. 

4. Implementation 

(a) The Departments of the Army, Navy, and Air Force will take necessary 
action to facilitate the efficient and economical operation of MSTS, such action 
to include the temporary loan of military personnel, transfer of civilian per 
sonnel, and furnishing of facilities, equipment and funds which have previously 
heen provided to the respective services for sea transport operation and the 
provision of logistic support. Temporary loan of Army and Air Force military 
personnel will terminate by April 1, 1950, subject to minor exceptions as agreed 
to between Services for key personnel. The respective Secretaries are hereby 
authorized to issue such orders as may be necessary to effectuate the purposes 
of this directive. 

(b) The consolidation of those parts of several service agencies which will 
constitute the MSTS will be effected under the direction and control of the 
Chief of Naval Operations, with the minimum loss of continuity of operations. 
It shall be initiated not later than 1 October 1949, and completed as soon 
thereafter as practicable’ When the consolidation has been completed the Sec 
retary of the Navy will so inform the Secretary of Defense. 

(c) The operation of ports is a responsibility of the separate Services. 

(d) The rights and privileges of Civil Service personnel, now employed by 
the Army and who may be transferred to the Navy will be protected. 

(c) The Department of the Army and the Department of the Air Force will 
assign liaison personnel to the MSTS for the purpose of representing their inter- 
ests in MSTS. 

(f) The MSTS, in discharging its functions and responsibilities, will be gov 
erned by the policies of the Munitions Board in those transportation matters 
which have been agreed upon by the Joint Chiefs of Staff and that board as the 
responsibilities of the Munitions Board (currently defined in TAB A to JCS 
1672/19). 

(7) In addition to the matters directed herein, the Secretary of Defense will 
take whatever further steps are necessary, through the request for legislation 

15110—54 pt. 1 4 








14 MILITARY SEA TRANSPORTATION SERVICE 


or the exercise of transfer powers which may be vested in him, to authorize 
the control, operation, and administration by MSTS of the functions, powers, 
duties, properties, personnel, records, or other things transferred to MSTS, under 
laws, orders, and regulations now applicable thereto or which may be neces- 
sary for their effective control, operation, and administration. 

Louis JOHNSON. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS, 
Washington 25, D. C., 6 October 1953. 
OPNAV Instruction 5440.20A 
From : Chief of Naval Operations. 
To: Distribution List. 
Subject: Military Sea Transportation Service—Directive. 
teference: (@) SECNAYV Instruction 5430.11. 
(b) Armed Services Procurement Regulations. 
(c) SECDEF Directive of 2 Aug 1949 (NOTAL) establishing MSTS. 
(d) OPNAYV Instruction 4700.9. 


1. Purpose 


This Instruction contains the directive governing the Military Sea Transpor- 
tation Service. 


2. Cancellation 


OPNAYV Instruction 5440.20 of 9 August 1951 is hereby cancelled and super- 
seded. 
8. Scope 

In implementation of reference (a) the Chief of Naval Operations hereby 
assigns the following duties and responsibilities to the Military Sea Transporta- 
tion Service, and also specifies command relationships of MSTS to other activi- 
ties. Duties and responsibilities with respect to procurement and related mat- 
ters are set forth in reference (b) and in other directives applicable to Navy 
procuring activities. 

4. Mission 

The mission of the Military Sea Transportation Service is: 

(a) To provide under one authority, control, operation and administration 
of sea transportation for personnel and cargo of the-Department of Defense 
(excluding that transported by units of the Fleet) and as authorized or directed 
for other government agencies of the United States subject to policies and priori- 
ties issued by the Joint Chiefs of Staff; 

(b) To prepare plans for its employment and expansion in time of national 
emergency based upon policies and directives of the Joint Chiefs of Staff and 
appropriate agencies of the Department of Defense and maintain a basic organi- 
zation capable of expansion to implement such p/ans; and 

(c) To consult with the appropriate agencies of the Department of Defense 
in coordinating execution of approved emergency plans requiring the services, 
facilities, and personnel of commercial sea carriers and in negotiating therefor. 


5. Organization 


(a) MSTS shall comprise the government-owned vessels now assigned to the 
Department of the Navy for the purpose of providing sea transportation for 
personnel and material of the Armed Services (except those vessels assigned to 
the combatant fleets of the Department of the Navy) and all other vessels 
acquired for the purpose, together with the personnel facilities and equipment 
assigned to or procured for conducting its operations. The term “vessels” as 
used herein shall include those vessels and craft employed in transoceanic, 
intratheatre, and coastwise operations but excludes those used or required by 
the Department of the Army, Navy, or Air Force in harbors or inland waterways. 

(b) MSTS may acquire merchant-type shipping for permanent assignment to 
the Navy in accordance with applicable policies and procedures, and may further 
acquire additional merchant-type shipping on bareboat, time, or voyage charter 
basis in accordance with the needs of MSTS. 

(c) The Military Sea Transportation Service will be commanded by a flag 
officer appointed by the Chief of Naval Operations, subject to the approval of 
the Secretary of the Navy. 








= lacs 


ope ca eR ade 


‘ 


2 At ine ET al 


MILITARY SEA TRANSPORTATION SERVICE 45 


(d@) Under the authority and direction of the Chief of Naval Operations or 
the Assistant Secretary of the Navy, as their respective responsibilities are 
assigned in reference (a), the Commander MSTS, will act for the Chief of Naval 
Operations or for the Assistant Secretary of the Navy in discharging their 
respective responsibilities to the Secretary of the Navy and the Secretary of 
Defense for Military Sea Transportation Service. 

(e) The Commander MSTS, will establish his headquarters at the seat of 
government. 

(f) Under the Commander MSTS, there will be established within the con- 
tinental United States and overseas such subordinate MSTS area Commanders, 
Subarea Commanders, and offices as are directed by the Chief of Naval Opera- 
tions. These subordinate activities will be under the military command of the 
Commander MSTS. For purposes of coordination with other naval commands, 
these activities will be under the coordination control of fleet, sea frontier, 
district, and other naval area commanders in whose area they are located. 

(79) MSTS Area Commanders, under the military command of Commander 
Military Sea Transportation Service, exercise control of MSTS activities located 
within the boundaries of the area of responsibility assigned to them and opera- 
tional control over all MSTS vessels located within their areas. The areas of 
responsibility ef MSTS area Commanders correspond when practicable to the 
areas of responsibility assigned to major commanders as follows: 


CINCNELM saa sa saaiaes dons ie _. COMSTSELMAREA 
CINCLANT and CINCARIB-_----~_---- _.... COMSTSLANTAREA 


CINCPAC and CINCAL---- penn COMSTSPACAREA 
ATED IG rR Rcwscecensins hte dinn inti intiicgions, COMSTSWESTPACAREA 


(kh) For purposes of coordination with other naval activities within their 
command areas, COMSTSELMAREA and COMSTSWESTPACAREA are under 
the coordination control of CINCNELM and COMNAVFE, respectively; 
COMSTSLANTAREA and COMSTSPACAREA are under the coordination con- 
trol of CINCLANTFLT and CINCPACFLT through COMEASTSEAFRON and 
COMWESTSEAFRON respectively. 

(4) MSTS Area Commanders will provide appropriate fleet and other Com- 
mands with all necessary information concerning MSTS matters which is re- 
quired by or of interest to those Commands. They will provide liaison with 
appropriate Commands of other Services and civilian agencies. 

(7) MSTS Subarea Commanders, under the military command of MSTS Area 
Commanders, exercise administrative control over MSTS activities located 
within the areas assigned to them, administrative and operational control over 
MSTS vessels assigned to them and local operational control over MSTS vessels 
from other MSTS commands when within their areas of responsibility. 

(k) MSTS offices, under the military command of the appropriate MSTS 
Area or MSTS Subarea Commanders are responsible for the administration of 
sea transportation for authorized personnel and cargo at the port level and for 
the local operational control of MSTS vessels located in that port. 


6. Functions and responsibilities 


(a) Pursuant to references (a) and (c), the Commander MSTS, will com- 
mand the MSTS subject to the Command of the Chief of Naval Operations 
except that with respect to procurement and related matters, the Commander 
MSTS, will be responsible to the Assistant Secretary of the Navy. 

(0) The MSTS will be responsible for- 

(1) The control, operation, and administration of Government-owned vessels 
assigned, and all other vessels acquired for the purpose of providing a non- 
combatant carrier service of ocean transportation of personnel and material for 
the Armed Services, and, as authorized, for all other Government agencies of the 
United States, subject to directives of the Chief of Naval Operations. 

(2) The establishment, control, and administration of organization units 
ashore, worldwide, necessary for the administration and operation of MSTS. 
(Existing organizations and facilities of the three Services will be utilized by 
MSTS as is practicable and necessary and as directed by the Secretary of 
Defense). 

(3) The procurement of vessels outside the MSTS fleet by bareboat, time, 
and voyage charter, and the procurement of passenger and cargo space in com- 
mercial shipping as found necessary. 

(4) The establishment of an adequate system for reporting requirements for 
sea transportation of passengers and cargo, and for such other operational in- 
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formation as considered by MSTS to be necessary for the efficient employment of 
MSTS vessels, and for the chartering of commercial vessels and the procurement 
of passenger and cargo space in commercial vessels. 

(5) The administration of priorities for sea transportation of material and 
personnel of the Armed Services in accordance with the policy established and 
guidance provided by the Joint Chiefs of Staff. 

(6) In coordination with pertinent government agencies, the preparation or 
recommendations for the design, specifications, and equipment of MSTS vessels. 
In collaboration with pertinent government agencies, the making of studies, 
analyses, and recommendations for the improvement and standardization of sea 
transport control practices, procedures, reports, forms, and coordination of 
traffic movements. 

(7) The control and administration of maintenance, repair, and alteration of 
all government-owned vessels assigned to MSTS, except as set forth in reference 
(ad), plus the maintenance and repair of vessels under bareboat charter. 

(8) The preparation of subsidiary plans for the employment and expansion of 
MSTS in time of national emergency. These plans will be coordinated with those 
of the bureaus and offices of the Navy Department, the Shore Establishment and 
the Operating Forces by the Chief of Naval Operations and integrated with the 
overall Navy planning system. In such planning, policies and directives issued 
by the Joint Chiefs of Staff will be used as guidance. The execution of such 
plans requiring the services, facilities, and personnel of commercial sea carriers, 
and negotiations therefor, is the responsibility of the Commander MSTS. 

(9) The development and maintenance, in consonance with applicable policies 
and procedures, of such cost accounting records and operational statistics as will 
reflect the degree of efficiency and economy of the operations conducted by MSTS 
and show the utilization of funds, manpower, and equipment assigned to MSTS. 
This information will be made available to all interested agencies of the Depart- 
ment of Defense. 

(10) The determination of the requirements of MSTS with respect to person- 
nel, equipment, material, facilities, and services, and advising the Chief of Naval 
Operations in these matters. 

(11) The preparation of budgetary and other fiscal requirements of MSTS as 
coordinated with participating agencies in accordance with directives issued by 
the Navy Comptroller. 

(12) The administrative control of funds received by transfer, by reimburse- 
ment or received in payment for services rendered in consonance with policies 
directed by the Secretary of Defense. 

(13) The approval of cargo prestowage plans and their proper implementation 
in accordance with the jointly agreed to port procedures promulgated by OPNAV 
Instruction 4622.2. The movement of Armed Services cargo to the side of the 
vessel is a responsibility of the Department shipping the cargo. Stevedoring 
service will be arranged for by the port command when government port facilities 
are being used. Stevedoring service will be arranged for by the department 
owning the cargo when commercial port facilities are used. The responsibility 
for the implementation and execution of loading and unloading rests with the 
activity furnishing the stevedoring services. The responsibility of MSTS for 
eargo begins when the cargo is finally stowed on board and accepted by the com- 
manding officer, and terminates when the cargo is accepted free on board ship at 
destination. 

(14) The coordination between the Services and MSTS of the booking of 
passengers and cargo. The Armed Service concerned will have representation 
with MSTS in the approval of detailed plans affecting the movement of its 
personnel and cargo. 

(15) The control of all passengers in MSTS vessels. By agreement between 
MSTS and the Armed Service concerned, administrative control may be exer- 
cised through Commanders of personnel assigned by the Armed Service concerned. 
The responsibility of the MSTS begins when the passenger embarks on the vessel, 
and terminates when the passenger disembarks from the vessel. 

(16) The coordination of MSTS activities with the administration manage- 
ment and operational control of port facilities, The utilization of tugboats in 
harbors will be in accordance with the directives of the Chief of Naval Opera- 
tions. Military harbor facilities as are available and are necessary in connec- 
tion with operation of vessels will be provided for the use of MSTS through 
mutual agreements of all Departments concerned and as local conditions permit. 





len 


: 
; 
; 
; 





— 


re a th i A BEAR I NR Mo TaBOS IE S TNE A TREN Ep oa a 88.3 0 


HR tS 


MILITARY SEA TRANSPORTATION SERVICE 47 


7. Relationship of MSTS to the Department of Defense 

(a) Each Service will submit its consolidated requirements for sea transporta 
tion of passengers, ammunition, dry and refrigerated cargoes direct to MSTS. 
The Armed Services Petroleum Purchasing Agency coordinates all requirements 
for ocean transportation of petroleum and accomplishes the necessary arrange- 
ments with the Commander Military Sea Transportation Service. 

(0) Should the MSTS be unable to provide sea transportation to meet the re- 
quirements of any service or agency the matter will be referred to the Joint 
Military Transportation Committee for priority allocation of available space in 
accordance with the policies of the Joint Chiefs of Staff. Complaints of any 
Service regarding the adequacy of sea transportation or the type of accommoda- 
tions provided which cannot be resolved by the Commander MSTS, shall be 
referred to the Joint Military Transportation Committee for such action as the 
Joint Chiefs of Staff may direct. 

8. Relationship of MSTS to JMTC 

The relationship between MSTS and the JMTC will be as directed by the 
Joint Chiefs of Staff. 

9, Relationship of MSTS to the Department of the Navy 

(a) The Military Sea Transportation Service including all of its shore activi- 
ties is a part of the Operating Forces. The Commander MSTS, is under the 
military command of the Chief of Naval Operations 

(bv) In his capacity as head of a procuring activity and in matters related 
thereto the Commander MSTS, is responsible to the Assistant Secretary of the 
Navy. 

(c) Consistent with the orderly and efficient conduct of its business MSTS 
will utilize to the maximum extent practicable the existing services and facili 
ties of the bureaus, offices, and agencies of the Department of the Navy. 

10. Control of MSTS vessels 

(a) Unless otherwise directed by the Chief of Naval Operations, MSTS will 
not exercise operational or administrative control over fleet units that are not 
specifically assigned to MSTS, nor will Fleet, Service Force, or Amphibious Force 
Commanders exercise operational or administrative control over vessels specili- 
cally assigned to MSTS except that Fleet and Naval Area Commanders may route 
and control the movement of MSTS vessels as necessary for their protection 
and for coordination with combat operations. This will not preclude the tem- 
porary assignment of MSTS vessels to Fleet, Service Force, or Ainphibious Force 
Commanders, nor will it preclude the temporary assignment of vessels of the 
Fleet, Service Force or Amphibious Force Commanders to MSTS, provided, that 
such interchange of vessels is in accordance with directives of the Chief of Naval 
Operations. 

(b) The delineation of control of MSTS vessels set forth above shall not 
preclude the exercise of authoritative direction and control over MSTS vessels 
by the Senior Naval Officer Present Afloat in the event of an emergency. In 
matters: of an administrative nature for which the Senior Naval Officer Present 
Afloat is responsible, MSTS vessels shall conform to all applicable orders and 
instructions of the Senior Naval Officer Present Afloat. 

Rost. B. Carney. 

Authenticated by: 

C. 8. Kine, Jr. 
Asst. Secy. (Admin)to CNO. 


THE SECRETARY OF DEFENSE, 
Washington, May 10, 1951. 
Memorandum for: The Secretaries of the Military Departments 
The Joint Chiefs of Staff 
The Assistant Secretaries of Defense 
Chairmen, Boards, Councils and Committees, OSD 
Directors of Offices, OSD. 


Subject: Relationship of the National Shipping Authority and the Military Sea 
Transportation Service. 
The attached statement of policy, which supersedes the policy approved April 
17, 1951, on an interim basis, is forwarded for guidance 
Rosert A. Lover, 
Acting Secretary 
Attachment. 
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POSITION OF THE DEPARTMENT OF DEFENSE IN THE MATTER OF THE RELATIONSHIP 
OF THE NATIONAL SHIPPING AUTHORITY AND THE MILITARY SEA TRANSPORTA- 
TION SERVICE 


1. The Department of Defense recognizes the value and need in time of war 
of a civilian shipping authority with broad powers of control over oceangoing 
merchant vessels, provided, however, that military drafts on such pooled shipping 
are adequately met, subject to being engaged, operated, and controlled in con- 
formity with the requirements and plans of the military authorities and the 
exigencies of the military situation. 

2. In consonance with the above, and in the event of war, the Military Sea 
Transportation Service will call upon the National Shipping Authority (1) for 
its additional (noncombatant) merchant-vessel requirements to meet military 
necessities and (2) for such other maritime services as the National Shipping 
Authority is capable of providing and which are deemed by the Military Sea 
Transportation Service, as directed by higher authority, to be necessary for 
military purposes. 

3. The operational plans and procedures of the National Shipping Authority, 
as presently formulated and submitted to the Defense Transportation and Stor 
age Committee of the Office of Defense Mobilization, provide for general agency 
arrangements and the allocation of vessels in accordance therewith. The Mili 
tary Sea Transportation Service, under the direction of the Joint Chiefs of Staff 
and the command of the Chief of Naval Operations, is the sole agency of the 
Department of Defense responsible for providing all oceangoing transportation 
for the Armed Forces. In the exercise of this responsibility, having due regard 
to general military considerations, the Military Sea Transportation Service will 
in peacetime be guided by the general policy of the Department of Defense, which 
is to use privately owned and operated maritime vessels to the maximum practi- 
cable extent, and in wartime, under circumstances where such facilities are made 
available by the civilian shipping authority, to follow the same policy, and giving 
due consideration to specific conditions that may exist in any combat area. 

4. In the execution of this policy, the Military Sea Transportation Service, as 
directed by higher authority, must retain the power of decision concerning the 
suitability of all such arrangements and undertakings which affected vessels 
owned or in the custody of the Navy and assigned to the Military Sea Trans- 
portation Service and vessels allocated to it by the National Shipping Authority. 


MEMORANDUM OF AGREEMENT BETWEEN THE DEPARTMENT OF DEFENSE AND THE 
DEPARTMENT OF COMMERCE CONCERNING THE RELATIONSHIP BETWEEN THE 
NATIONAL SuippIne AUTHORITY AND THE Mrinirary Sea TRANSPORTATION 
SERVICE 


ANNEX A-——-MSTS FULL MOBILIZATION REQUIREMENTS (OF HIGHER CLASSIFICATION, 
LIMITED DISTRIBUTION) 


1. In amplification of the statement of policy of the Secretary of Defense 
dated May 10, 1951, in the premises, it is agreed that the relationship between 
the National Shipping Authority and the Military Sea Transportation Service 
shall be governed by the principles set forth below. 

2. The decision as to whether to utilize general agency shipping provided 
by the National Shipping Authority or to obtain custody of ships from the 
Maritime Administration for administrative and operational control by MSTS 
shall be predicated on the following: 

(a) Ships required to be in custody of MSTS under present conditions.—Under 
present world conditions ships required to be in custody of MSTS for its admin- 
istrative and operational control are expected to remain within close limits 
of the following by types: 

(1) Merchant type general cargo ships: 


AK a , : . 25 
AKL eel at aie 22 
(2) Merchant type reefer ships: 
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(8) Tankers: 


Nene eee ee oe ee ee 8 6 
DOG. Se pacino aitetess dala Sb itaben setae Ra ce hae ce Ill ee et ee 10 
(4) Ammunition ships 
ie A Be tend ebsites tbh eet) POSSE. 3 LTA eee mest : 0 
(5) Aircraft cargo ships: 
(6) Transports: 
eh i as etal adele ah AEs i al la Ri Se eh ae 62 
I ince tain ane ea esac decibels a fa aielhlen eicc a cesigtaealilavsatediulb ai baiatbtistasgiiia 2 
APe__ oh i ented y Te 4 
MARS i ih ee Liv! Bi u ‘ J 206 


1 Includes 3 ex-APL ships to be delivered to MSTS in calendar 1952. 


(b) The additional number of ships required to be in custody of MSTS under 
full mobilization conditions.—The number of ships in addition to those set forth 
in subparagraph 2.a. required to be in custody of MSTS under full mobilization 
conditions is, for security purposes, made available to the Administrator, Mari 
time Administration, by Commander, Military Sea Transportation Service sepa 
rately as a classified annex to this agreement. 

(c) Additional ships required for MSTS purposes to be obtained from other 
sources including general agency.—(1) Under conditions short of full mobiliza 
tion all additional shipping required above that indicated in subparagraph 2.a 
will, except as provided in paragraph 5, be obtained by the following means: 

(a) Maximum utilization of available berth space wherever this is con 
sistent with military requirements. 

(b) Time charter of suitable privately owned merchant vessels to the 
extent these are voluntarily made available by industry. 

(c) Shipping provided by NSA under general agency arrangement 

(d@) In the event that United States flag shipping is not available under 
the conditions stated above, MSTS may employ foreign-flag shipping only 
to the extent necessary to meet urgent military requirements which cannot 
be met in time by other means. 

(2) Under full mobilization conditions, all additional shipping required to 
discharge the MSTS mission above that provided for in subparagraph 2 (b) will, 
except as provided in paragraph 5, be obtained from NSA under general agency 
arrangement. 

3. When submitting requests to the Maritime Administration for the transfer 
of ships to the custody of MSTS in excess of the numbers set forth in subpara 
graph 2 (a) or, in accordance with the information made available under 2 (b) 
(and under the conditions set forth in either of such subparagraphs), the fol 
lowing criteria will be adhered to in determining the need for same, and this 
information will be furnished to the Maritime Administration. 

(a) There is a continuing and sole military use for the ships requested, or 

(b) Such ships are required to provide a ready reserve for immediate transfer 
to the fleet, or 

(c) Security considerations override all others. 

4. Subject to security limitations, MSTS will keep NSA advised of the 
employment of general agency ships for military purposes and by a mutual 
working relationship with NSA will insure that such ships are made available 
to NSA for other employment when military requirements so permit. 

5. Under present conditions, under conditions of full mobilization, or in special 
circumstances short of full mobilization, the provisions of this agreement shall 
be as mutually agreeable to the two Departments, subject to such change or 
modification as may be considered necessary to meet the altered needs of mili- 
tary or national economic requirements. 

Ropert A. Lovetr, Acting Secretary. 
(For the Department of Defense) 

August 15, 1951. 

CHARLES SAWYER, 
(For the Department of Commerce) 
August 31, 1951. 
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The provisions of these documents form the basic frame of reference for the 
establishment of a single military agency responsible for providing ocean trans- 
portation for the Armed Forces. While this concept is not new, its full imple- 
mentation was delayed until the acceptance of the principles of military 
unification. Meanwhile, however, the concept of maintaining military control 
of logistic support to United States military forces overseas became firmly 
rooted in history. 

At the turn of the 19th century, as the result of territorial acquisition following 
the Spanish-American War, the United States began to emerge as a world power. 
As the Country grew more powerful and was drawn into ever widening inter- 
national commitments by its expanding interest in foreign affairs, the need to 
insure logistic support for overseas military forces became increasingly apparent. 
Historically, the United States has operated some form of military sea trans- 
portation in logistic support of its military forces since ships were chartered 
for this purpose during the Mexican and Spanish-American Wars. Early in 
1903 Congress took note of the untenable and dangerous position in which the 
Nation would be placed if the military operation of ships for military support 
was discontinued and enacted a statute providing that “no action looking to 
discontinuance of the transport service shall be taken without further action 
of Congress.” 

In World Wars I and II sea transportation services were operated separately 
by the Army and Navy. In World War I the Navy operated both the Cruiser 
and Transport Force and the Naval Overseas Transportation Service. The 
Army, at the same time, was running the Embarkation Service, the Water Trans- 
port Branch, and the Army Transport Service and, in spite of the existence of 
all five of these agencies and a coordinating office known as the United States 
Shipping Board, nearly one-half of all troops transported to Europe had to be 
carried in British or British-controlled ships. When our country was plunged 
into World War II, the Army and the Navy were operating individual ocean 
shipping services, namely, the Army Transport Service and the Naval Trans- 
portation Service. Although, obviously, it was never officially intended, these 
two agencies were in many instances carrying the same types of lift over the 
same sea routes and calling at the same ports much like two rival steamship 
lines. As far back as 1848, the suggestion had been made in reports of the 
Quartermaster General, United States Army, that, in the interest of economy 
and ef icient operation, the Navy take over ocean transportation in support of 
the Army. After World War II the belief still persisted that something could 
and should be done at the operating level to insure more centralized and uniform 
control of the cargo and troopships assigned to the military departments. In May 
of 1946, even before the passage of unification legislation, the Joint Chiefs of 
Staff directed that a study be made of the procedures necessary in the event the 
Department of the Navy was assigned the responsibility for providing all sea 
transportation for the Armed Forces. The basic study submitted to the Joint 
Chiefs of Staff became the first of a seemingly endless series of studies related 
to the same problem. Each strengthened the growing conviction that sea trans- 
portation should be assigned as the sole responsibility of the Navy. Recognizing 
the existence of interservice competition and of the expensive duplication and 
overlapping in sea transportation functions and responsibilities, Secretary of 
Defense James Forrestal, in January 1949, directed that the Navy be responsible 
for all sea transportation for the Department of Defense. However, further 
implementation of this directive was not achieved until July of that year due to 
the problem of determining a method of payment for services rendered without 
militating against the Navy’s appropriations for other operations. The question 
of payment was finally resolved when the Secretary of Defense promulgated 
a directive which provided that the Departments concerned would pay for sea 
transportation furnished by the Navy on the basis of the service ordered and 
rendered. This is the “pay as you go” principle on which MSTS now operates. 
On 2 August 1949, Secretary of Defense Louis Johnson issued the directive 
establishing a unified sea transportation organization under one authority—to 
be known as the Military Sea Transportation Service. 

There is little to be gained here by going further into the complex negotiations 
which preceded the decision on which the MSTS directive was based or into the 
mechanics of the process by which the civil-service-manned ships of the Army 
Transport Service and the military-manned ships of the Naval Transportation 
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Service were gradually brought together under the custody of the Military Sea 
Transportation Service. It is important to note that these ships are among those 
which comprise the MSTS nucleus fleet today, and that many of the procedures 
and traditions established over the years by the Army Transport Service were 
inherited by and still exist in the Military Sea Transportation Service. Later 
in this discussion the composition of the MSTS fleet will be covered in more 
detail. 


| BRIEF OUTLINE 
MSTS MISSION 


TO PROVIDE SEA TRANSPORTATION FOR 
PERSONNEL AND CARGOES OF THE 
DEPARTMENT OF DEFENSE 


TO PLAN AND NEGOTIATE FOR USE OF 
COMMERCIAL SHIPPING TO AUGMENT 
MSTS FLEET AS NECESSARY TO MEET 
TOTAL REQUIREMENTS 


TO PLAN FOR AND BE CAPABLE OF 
EXPANSION IN TIME OF WAR AS DIRECTED 


The mission of MSTS as briefly stated on the chart consists basically of three 
elements—to provide sea transportation for personnel and cargoes of the Depart- 
ment of Defense—to plan and negotiate for use of commercial shipping to aug- 
ment the MSTS fleet as necessary—to plan for and be capable of expansion in 
time of war as directed. 

The Commander, Military Sea Transportation Service exercises, under the 
Chief of Naval Operations, the command responsibility of a fleet commander. 
In this capacity, his assigned forces consist of a nucleus fleet of cargo ships, 
passenger ships, tankers, and miscellaneous type ships and craft plus the forces 
ashore necessary to administer and operate this fleet and to carry out the sub- 
sidiary administrative functions. 

COMSTS also has certain responsibilities in connection with technical and 
material matters. In carrying out these responsibilities, COMSTS functions, 
in effect, as the chief of a technical bureau, and, in his capacity as head of a 
procuring activity and in matters related thereto, is responsible to the Assistant 
Secretary of the Navy. 

One of the most important, and probably the least understood, aspects of MSTS 
operations is the role which this command plays as the agent of the Department 
of Defense in the procurement of shipping space, both from private commercial 
sources and other Government agencies. Only a small percentage of cargo 
moves in MSTS nucleus fleet ships. In keeping with Department of Defense 
policy, MSTS is required to utilize privately owned shipping to the maximum 
practicable extent consistent with considerations of military necessity. MSTS, 
as the agent for its customers, the shipper services of the Army, Navy, and Air 
Force, negotiates for the additional shipping capability necessary to meet their 
requirements. If unable to obtain the necessary ships from private commercial 
sources, MSTS then, as a last resort, turns to the National Shipping Authority for 
assistance in the form of additional Government-owned ships. 

Dxperience during the first 4 years of MSTS operation has proved conclusively 
that it is neither practicable nor proper for MSTS to adhere wholly to military 
standards or to commercial standards of ship operation. Thus, you will find 
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that the operation of MSTS parallels, insofar as practicable, the standards of 
economy and efficiency found in successful commercial operations, yet retains, 
through military command, the flexibility requisite to successful military 
operations, 

Less than a year after its establishment, MSTS received its baptism by fire 
as a result of the sudden outbreak of hostilities in Korea. The magnitude of the 
task proved a thorough test of the soundness and flexibility of the basic organiza- 
tion and concept of operation of MSTS. The success of MSTS in overcoming 
the tremendous number of complex problems involved in meeting the sea trans- 
portation needs of our overseas military commanders amply justified the estab- 
lishment of a single agency under military control to coordinate the use of mer- 
chant-type shipping for military support. The vessels and facilities of the 
American shipping industry were as fully engaged as all the circumstances and 
conditions allowed. While special emphasis had to be given to Korean opera- 
tions MSTS also had the responsibility of providing sea transportation for our 
forces in the European and Mediterranean areas and in the Alaska and Arctic 
areas, where unusual problems are involved. During the Korean war, MSTS 
provided transportation for more than 90 percent of all personnel and supplies 
required in the Western Pacific and, at the same time, moved the bulk of all 
military personnel and supplies required by our forces in all other areas of the 
world. 

As might be expected, the varied responsibilities and operations of MSTS 
require a high degree of coordination within the Department of the Navy, within 
the Department of Defense and with other Government agencies having an interest 
in merchant shipping. Within the Department of Defense, the development of 
policies and procedures in the broad fields of transportation and other logistics 
is the responsibility of the Assistant Secretary of Defense (Supply and Logistics). 
Under the Assistant Secretary, the direct responsibility in transportation matters 
rests with the Director of Transportation and Communications. 

As the sole agency of the Department of Defense responsible for providing al] 
oceangoing transportation for the Department of Defense, MSTS is dealing con- 
tinuously with the National Shipping Authority and the Maritime Administration. 
Chese agencies under the Secretary of Commerce are responsible for imple- 
menting the basic policy of the Merchant Marine Act of 1936. That is, to foster 
the development and encourage the maintenance of a United States merchant 
marine sufficient to carry a substantial portion of the foreign commerce of the 
United States and capable of serving as a naval or military auxiliary in time 
of war or national emergency. 

In its basic relations with these agencies, MSTS is governed by public laws 
relating to merchant shipping and by formal and working agreements between 
the agencies concerned. The Department of Defense position with respect to 
the National Shipping Authority and that agency’s authority has been declared 
as follows: 

The Department of Defense recognizes the value and need in time of war of a 
civilian shipping authority with broad powers of control over oceangoing mer- 
chant vessels; provided, however, that military drafts on such pooled shipping 
are adequately met, subject to being engaged, operating, and controlled in 
conformity with the requirements and plans of the military authorities and the 
exigencies of the military situation. 

In the event of war, the Military Sea Transportation Service will call upon 
the National Shipping Authority as necessary for additional merchant shipping 
required in support of military operations, as well as such maritime services as 
the National Shipping Authority is capable of providing. 

The Military Sea Transportation Service, in peacetime, is guided by the 
announced policy of the Department of Defense, which is to use privately owned 
and operated maritime vessels to the maximum practicable extent. In wartime, 
under circumstances where such facilities are made available by a civilian 
shipping authority. the MSTS will follow the same policy, giving due consideration 
to specific conditions that may exist in any combat area. 

The Secretary of Defense has further stated that in the execution of this 
policy, the Military Sea Transportation Service, as directed by higher authority, 
retains the power of decision regarding suitability of all such arrangements. 
The provisions of the memorandum of agreement between the Department of 
Defense and the Department of Commerce, which is prefixed to this statement, 
are in amplification of this policy. 

In addition to the Department of Commerce and its agencies, MSTS works 
with many other Government and private agencies in the process of conducting 
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its operations. 


Included in these agencies are the Department of State, the 


United States Coast Guard, the American Bureau of Shipping, and various 


shipping organizations. 


As you can see, the scope of operations required to carry out the mission 
of MSTS reaches far beyond the simple problem of moving cargo and personnel 


from here to there. 


Let us turn now to some of the specific details of the organization. 
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The command structure of MSTS is comprised of four major subordinate 
commands, each headed by a flag officer, located at New York, San Francisco, 
London, and Yokohama. When combined, these areas of responsibility reach 


around the globe The areas are, as warranted by the volume of military 
traffic handled by MSTS, subdivided into subarea commands and offices estab- 
lished at worldwide locations. The number of personnel assigned to these offices 
varies according to requirements. For instance, employed in the MSTS New 
York command hich has a geographical area of responsibility embracing the 


entire Atlantic and gulf coasts, are 931 military and civilian personnel—and, 
by contrast, at the MSTS office with local responsibility at Cocoa Beach, Fia., 
1.officer and 2 enlisted men. 

hese offices exist ashore to provide administrative support for MSTS opera- 
tions. The entire command structure—both afloat and ashore—is assigned, in 
the status of a task fleet, as a part of the operating forces of the Navy under 
the command of the Chief of Naval Operations. 


Cuart B-1. MSTS Feet, May 1, 1950 


AS OF | MAY 1950 
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This chart is presented to show the pre-Korea size of MSTS fleet. 
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To carry out its responsibilities, MSTS utilizes a fleet composed of two major 
elements; (A) the MSTS nucle us fleet; and (B) the commercial fleet. 

As of March 1, 1954, the MSTS fleet was made up of a total of 371 ships and 
craft of all types divided as follows: 


A. MSTS nucleus fleet 


GOVERNMENT OWNED, NAVY CUSTODY, GOVERNMENT OPERATED 


Commissioned ships (USS) (military manned) : 


Transports, used for troops and dependents______-__--_-_-__-_-_---___ 8 
Escort carriers, used for assembled aircraft and maintenance crews... 5 
meas Met a ON i, wienpnttsssnmitninieniantaehetienennennini 9 
oe ciel dhs ales inaatnit sicay Adto nanan nies direirdstiieaeneadisappaalilanindseniabiies 1 
Cargo ships, primarily used on special projec ts (2 temporarily assigned 
te Bervice Womens Lmstee Mam Oe Te ve ceeivdctcicienceetmoancie 3 
Total. noone enenenmitviertttsensparerds hintaan inition apavcrendpendntieneneimananenendidnied 26 
In-service ships (U SNS " (eivil service manned) : 
Transports, used i crocs and GepeeGetee sn on 6 on nn 53 
Small transports sili aiicintnenddaiataeindlan tittle nile nea aatapinnensti elite 4 
ee I se cacti ein ahs ne ednelan to mndspewndtinncatoae dts 7 
en, Ce BP aries ccc tntencteirettl certtiainsasien 4 
LSM, used for special over-the-beach type of operations_____..__.._-___ 1 
LST, used for special over-the-beach type of operations.__.-._..._.... 5 
Reefer ships, point-to-point transportation refrigerated cargo__._._.._~_ 6 
Cargo ships, point-to-point, transportation and special projects_.._..__ 28 
RTE CREO TAIT TID TE CUO i ees entiation 13 
Aireraft cargo ships, specially fitted for transportation of assembled 
SO iii sicrnisiininntciersatteantshierenisinnsitlsiniiaiic api eaabalaginndimaeiiainanseaelimaatec site: 38 
Total sit halal chp ii cat sashdiah cai aeatag eel sinless Snioctieiaiodl 124 
GOVERNMENT OWNED, NAVY CUSTODY, CONTRACT OPERATED 
In-service ships (USNS) (contract-operated manned by merchant marine 
personnel) : 
Tankers, point-to-point transportation, fitted with Meccano decks for 
transportation of aircraft, 19 possess limited capability for fueling 
1 I iene eeann  hadip ineliniinnhngedascniataicettee titan ipimigh teammate alates 60 
LST, Japanese contract, Japanese manned. Used exclusively in Japan- 
OE: OID eet inie hctecenionnininniaiabintannintbapancdgialgimiincdiainibeduniommmnntatiins: 38 
TE cde tit soe nitinpin nes die tinigeattivihaapindiditaappaaiiphtnaempiiiainaieg 98 
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B. MSTS commercial fleet 
PRIVATE OWNED, PRIVATE OPERATED 


Privately owned ships under time charter: 


Liberty-type cargo -.___-..~---~-- ae zs nid siecle 23 
Victory-type cargo__._-~-_- ‘ hat iaaieiened é pine 7 
C—4-type cargo... nos oie , ; 3 
(—3-type cargo_- sous alti te 7 : 6 
Oe. TAIS......nnem-nn> ss sual 14 
Special heavy lift, foreign flag___- wa ‘ 4 
Amphibious, foreign flag____-- a 2 
Cargo (Canadian flag), EC-2_.-...--~-~- ; sa eee 4 
Tankers (super) -------~-. abcd = ; 2 
a isla ti bi ioe Z ba 65 
Privately owned ships under voyage charter : 
Tankers —_-_-- silicieitaadiacticeiale sat aca ith ead ; 23 
Liberty-type cargo —_- se ae waa ices 2 
Total_ sstntchccinidggal cee ch lc sta Ritesh as Fe i 25 
GOVERN MENT OWNED, MARITIME CUSTODY, PRIVATE OPERATED, CIVILIAN CREWS 
Government-owned ships operated by private operators under general 
agency agreement with NSA: 
Mariner-type cargo____-_- biieceirat . oy er 19 


Victory-type cargo _- Re annie ‘ Z ; 8 
C1—M-—AV1-type cargo (used in western Pacific shuttle service) 


Total wie i ‘ ™ ; we casi is as pO 33 
Grand total, commercial fleet___- : : . 23 


In addition, about 45 percent of the cargo tonnage offered for MSTS shipment 
moves on regularly scheduled commercial berth ships. During the month of 
February 1954, MSTS utilized space on 235 sailings of berth line ships. 

To illustrate the fluctuating nature of the demands placed upon the organi- 
zation, it is necessary only to look at the numbers of ships utilized during the 
last 6 months. In August 1953 the MSTS fleet totaled 602 ships. As of Janu- 
ary 1 that number had been reduced to a total of 411 and, as of Monday of this 
week, the total had dropped to 343 vessels and craft. 
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In October 1949, just prior to the establishment of MSTS, the Army Trans- 
port Service and the Naval Transportation Service were operating a combined 
total of 335 ships. Initially, on December 31, 1949, the MSTS nucleus fleet con- 
sisted only of those ships transferred from the NTS. By June 30, 1950, the 
nucleus fleet had expanded to 140 ships as a result of the addition of those ships 
transferred from the Army. Although the growth of the nucleus fleet continued 
and was accelerated following the outbreak of the Korean war, it will be noted 
that a major portion of the expansion during the first year of the emergency 
resulted from additional transfers of ships formerly operated by the Army 


Caarpr B-9. MSTS NucLeus FLEET, MARCH 22, 1954 
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manner in which the size 


of the MSTS fleet expands 


and contracts in conformance with the requirements of the shipper services. 
rhe number of Government-owned ships operated under general agency agree 
ment for MSTS account depends primarily upon the availability of private com- 


mercial tonnage. 


At the start of fiscal year 1953 the general agency portion of 
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the fleet amounted to 188 ships. The employment of this number of Government- 
owned ships resulted from nonavailability of privately owned ships for military 
cargo due to the large amount of MSA cargo then being offered. During the first 
part of fiscal year 1953, as more privately operated ships became available, the 
number of general agency ships operated for MSTS was reduced to 105 in Novem- 
ber of 1952. In March of 1953, as a result of continued increased requirements, 
MSTS was forced to request 30 more general agency ships from the NSA, increas- 
ing the number of vessels so operated to a total of 41. Following the cessation 
of hostilities in Korea, the shipper services’ requirements took a sharp downward 
turn. In July 1953 MSTS was able to initiate reductions in the Government- 
owned GAA-operated ships. Since July 1, 1953, the number of GAA ships has 
been reduced by a total of 128. 


Cuart A—7. Prioriry OF SHIPPING Mrernops 


PRIORITY OF SHIPPING METHODS EMPLOYED BY MSTS 
AS DIRECTED IN MEMORANDUM OF AGREEMENT 
BETWEEN THE DEPARTMENT OF DEFENSE AND THE 
DEPARTMENT OF COMMERCE, DATED 15 AUG. 195i. 





The fluctuation in the number of private operated ships chartered by MSTS 
and the number of general agency ships operated for MSTS account is explained 
by a closer examination of the terms set forth in the Defense-Commerce agree- 
ment of August 1951 relating to the priority of shipping methods employed by 
MSTS. The utilization of Government-owned ships under general agency agree- 
ment or foreign-flag shipping is resorted to only as absolutely necessary. 
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Cuart A-6. FLow or TRANSPORTATION REQUIREMENTS 


FLOW OF TRANSPORTATION REQUIREMENTS & SPACE ASSIGNMENT 
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This chart represents transportation requirements as they flow into COMSTS 
Headquarters from each of the shipper services—Army, Navy, and Air Force 
Cargo and passenger requirements for Navy flow directly into COMSTS, while 
Army and Air Force requirements are funneled through the Office of the Chief 
of Transportation, United States Army. Requirements are then translated by 
MSTS into terms of shipping space. This “translation” is then referred to a 
space assignment committee composed of representatives of MSTS and the 
shipper services, whose job it is to review, make necessary adjustments to and 
approve the assignment of space. In any instances where requirements exceed 
capability and agreement cannot be established at the space assignment com- 
mittee level, the matter is referred to the Joint Military Transportation Com- 
mittee for establishment of priorities. 

Petroleum requirements flow through a different channel—moving directly 
from the shipper service through the Armed Services Petroleum Purchasing 
Agency to MSTS. 

In considering the flow of requirements placed upon MSTS, it is emphasized 
that MSTS, in carrying out its assigned mission, is engaged in a point-to-point 
operation. A clear understanding of this phrase is fundamental to a clear under- 
standing of MSTS operation. MSTS performs a carrier operation only. The 
authorization for the movement of cargo or passengers is the responsibility 
of the respective services. MSTS responsibility for cargo begins when loaded 
and stowed in the ship and ends when that cargo is accepted free on board at 
destination ; for passengers, it begins and ends at the foot of the gangway: and 
for petroleum, begins and ends at the ship’s coupling. 
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CuHart C-1. MSTS Dry Cargo TrarFic, Fiscar 1953 


MSTS DRY CARGO TRAFFIC 
DRY CARGO LIFTED DURING FISCAL YEAR 1953 


%, TOTAL LIFT 28,783,012 M/T'S i’ 
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The figure of 28,783,012 M/T represents the total dry cargo of all categories 
shipped during the fiscal year 1953, from and to United States continental 
areas. Cargo movements during fiscal 1953 were complicated by numerous re- 
placement programs and by overseas operations. Because of this, cargo shipping 
requirements varied considerably from month to month. The program requires 
constant supervision and readjustment in order to obtain maximum effectiveness 
and economy. 
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Here is illustrated the breakdown of dry cargo lift for fiscal year 1954 by type 
earrier. The red block at the bottom of each column represents an average of 14 
percent of dry cargo carried by ships of the MSTS nucleus fleet. Regardless of 
the total amount of tonnage carried each month, it will be noted that an average 
of 46.6 percent was lifted by the berth lines while the average of 22.9 percent 
was lifted by time and voyage charters. The chart further illustrates the steady 
decline in lift since July 1953 resulting directly from the decrease in shipper 
service requirements. 
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These charts show forecast cargo requirements (as received from the shipper 
services) commencing 1 year in advance, and the changes in forecast each month 
until the cargo was finally shipped. The boxed figures indicate what was finally 
presented to the Military Sea Transportation Service for shipment. 

The real significance of these charts is that they serve to demonstrate the 
difficulties of MSTS in matching lift to planned requirements which, as can be 
seen, are subject to wide variation. 
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OCnargt C-10. Unrrep States-Foreign ComMMERCE Dry CARGO, CALENDAR 1952 


US—FOREIGN COMMERCE 
CALENDAR YEAR 1952 


DRY CARGO 


MILLIONS OF SHORT TONS 
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TOTAL WATER-BOPNE SHIPMENTS (EXCLUDING DEPT. OF DEFENSE) IN 
US-FOREIGN COMMERCE, LADEN AND UNLADEN AT U.S. CUSTOM AREAS 138,758,800 


COMBINED COMMERCIAL US FLAG 
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Based on information released by the Department of Commerce, approximately 
140 million short tons of dry cargo were transported in foreign commerce to and 
from United States custom areas in calendar year 1952. Of this amount, approxi- 
mately 50 percent moved in United States-flag ships. During the same period, 
MSTS transported approximately 10 million short tons of military cargo, of 
which 15 percent, or approximately 1,500,000 short tons were lifted in ships of the 
nucleus fleet Chis tonnage, lifted in MSTS nucleus-fleet ships, represents less 
than 3 percent of the combined United States flag and MSTS movement. 


CHart D-1. PASSENGER TRAFFIC, FiscAt Year 1953 
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The primary passenger requirement placed on MSTS by the Department of 
Defense involves the worldwide movement of troops. Of a total of 2,611,339 per- 
sonnel lifted during fiscal year 1953, almost 90 percent, or 2,304,131, of those 
passengers were troops. 

Requirements for the large-scale movement of personnel both in wartime and 
inder present world conditions, dictate the immediate availability and use of 
transports specially designed or converted from passenger ships and Capable 
of transporting from 500 to 4,000 men in a single trip. There is no counterpart 
of the military troop transport in the American merchant marine today. Com- 
mercial passenger ships, as presently configurated, are not capable of this type 
lift at low cost without alterations which would render them unsuitable for 
other use in commercial trade. 

Due to the extent of United States overseas commitments, it is necessary, 
through positive military control, to retain maximum flexibility both with re 
spect to numbers of personnel to be moved, and their destination. Therefore, in 

rder to assure a degree of flexibility adequate to support military operations, 

is imperative that the Department of Defense have in being, under control 
of a military agency and immediately available, troop transports in sufficient 
number to provide for meeting emergency as well as current requirements. In 
he interest of economy, maximum utilization must be made of these transports 
in time of peace. Thus, in addition to troops, military dependents and certain 
Government civilian employees and their families are sponsored by the services 
and carried in those MSTS transports which have suitable accommodations. Of 
more than 2% million passengers lifted by MSS ships in fiscal year 1953, less 


than 180,000 were military dependents and Government civilian employees. 
CHART D-10. PASSENGER Lirt By SPONSOR, Fiscal Year 1954 
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As illustrated by this chart, the amount of passenger lift by MSTS is deter- 
mined primarily by Army requirements which far exceed the combined require 
ents of the Navy, Air Force, and Marine Corps. 





70 MILITARY SEA TRANSPORTATION SERVICE 


CHart E-1. Perroteum Trarric, FiscaL YEAR 1963 


MSTS PETROLEUM TRAFFIC 
PETROLEUM LIFTED DURING FISCAL YEAR 1953 


TOTAL LIFT. 132,413,466 BBLS. : 
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_— TOTAL LIFT BY FUEL TYPES 
16,987,033 L/T'S 
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During fiscal year 1953, 132 million barrels of petroleum products were lifted 
in MSTS tankers. The width of the lines on the chart indicates proportionate 
amounts carried over certain general routes. Forecast transportation require- 
ments for bulk petroleum products are less stable than forecasts for any other 
commodity. The lack of adequate storage space in operating areas, together with 
intensification of air and other operations in combat areas, required constant 
attention during the period of time covered by this chart. The tanker fleet 
requirement and schedules are under revision almost continually. MSTS tanker 
operations are controlled centrally at the headquarters in Washington. 
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Cuakr E-3. PerroLeuM Lirr ny Type, FiscaLt Year 1954 


MSTS PETROLEUM LIFT BY TYPE FY 1954 
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The petroleum lift by type product is shown on this chart Fuel oil, diesel oil, 
viation gasoline, motor gasoline and jet fuel make up the bulk of the tanker lift. 
Oil products, mainly kerosene, water, and cu.ter stock, are included in the 
aining small portion 


CHART E—5. Unirep StTates-ForEIGN COMMERCE—PETROLEUM, CALENDAR 1952 


US.— FOREIGN COMMERCE 
CALENDER YEAR 1952 


PETROLEUM 
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TOTAL WATER-BORNE SHIPMENTS (EXCLUDING DEPT. OF DEFENSE) IN 
U.S.-FOREIGN COMMERCE, LADEN AND UNLADEN AT U.S. CUSTOM AREAS 71,301,400 





854% 
 US.FL COMBINED COMMERCIAL U.S. FLAG 
MERCHANT TANKERS! |, AND MSTS MOVEMENT 31,921.850 
27,256,850 
L UFTED BY MSTS NUCLEUS FLEET 7.37% 


(SOURCE: US. DEPT OF COMMERCE REPORT FT973-19 MAY 1953) 


During calendar year 1952, United States and foreign-flag tankers lifted 71 
million short tons of petroleum products to and from United States custom areas. 
Of this amount, about 27,200,000 short tons moved in United States flag merchant 


tankers. 
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Over the same period of time, military lift by MSTS to and from United States 
customs areas amounted to some 4,665,000 short tons. The portion of this lift 
handled by MSTS nucleus-fleet ships represents less than 74% percent of the 
combined United States flag and MSTS movement. 


Cuartr G—2. Scope oF Business, FiscALt YeArR 1953 


SCOPE OF BUSINESS FY 1953 


INCOME 
$ 704.020.581 
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The shipper services during fiscal year 1953 received bills from MSTS total- | 
ing $704,020,581, of which 60.7 percent represents billing for the transportation 
of dry cargo, 19.5 percent for petroleum and 19.8 percent for passengers. It is 
important to observe that, while MSTS is an integral part of the Navy, 89.2 
percent of the funds it expends comes from the appropriations of other depart- 
ments. The reason for this is the manner in which MSTS operations are fi- 
nanced through the Navy industrial fund. Under this funding arrangement, 
as any business must retover its operating expenses from its customers for the 
sale of goods or services, so must MSTS recover the cost of its operations through 
billing its customers. Actual MSTS operating costs totaled $700,006,355 for 
this same period. Adjustments are made in billing the shipper services so 
that finally MSS will show neither profit nor loss. The commander Military 
Sea Transportation Service, therefore, is placed in the position of a “trust officer” 
for the expenditure of funds made available to him. This fact imposes a heavy 
responsibility to insure that all expenditures are thoroughly justified and are i 
made in the most efficient and economical manner possible consistent with mili- I 
tary operational requirements and the public interest. 
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his chart shows MSTS income and expense for the first 7 months of fiscal 
year 1954. It will be noted that in each of the 7 months expenses were con- 


derably less than income 
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CHART A-9, SUPPORT OF THE MERCHANT MARINE, FISCAL YEAR 1953 


MSTS SUPPORT | OF | MERCHANT MARINE 






$ 506.830.79i 
PAID DIRECTLY T@ 

PRIVATE MARITIME 

INDUSTRY 


§ 700,006,355 
TOTAL OPERATING COST OF MSTS 
FY 1953 


It has long been the announced policy of the Navy to support the American 
merchant marine. The establishment and operations of the Military Sea Trans- 
portation Service have resulted in a practical and effective implementation of 
this policy to a high degree. 

Seventy-three percent of all funds expended by MSTS for its operations dur- 
ing fiscal year 1953 were paid directly to various segments of the private shipping 
and associated industries. These direct payments amounted to approximately 
$506,830,701. The table below shows a breakdown indicating the purposes for 
which these payments were made. 


Total payments made directly to commercial interests, fiscal year 1953 


Charter: 


Privately owned time and voyage, cargo___..__-_...__________ $82, 451, 721 
Ph a ee eg iii eines eee ee 95, 476, 393 
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Privately owned voyage charter, tankers 
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Shipping contracts with American-flag berth operators: 
Cargo ships_- 


i ae aint cla tac RAEN clon ie err 132, 313, 689 
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Berth term (shipments on berth liners under Government bill of 

lading): Cargo als aiienpaaaedrtanaiailllat cin casa noo 39, 513, 175 
Contract operators (operation of Government-owned tankers) : 

Tankers_- sacl ciate the ct dado aN Nace > is Mae seco bckastsmahiiactana sass +53, 538, 674 
Maintenance and repair by private contractors on Government- 

owned ships, exclusive of tankers_..__._._._-___-_____ LLORES 4 26, 727, 829 





Total payments made directly to commercial interests_______ 506, 830, 791 


1 This figure includes $13,801,000 spent for maintenance and repair. 
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An additional payment of $18,774,000 was made directly to private ship repair 
ndustries from funds appropriated to the Navy Department for military altera 
ons to various MSTS ships. 

For the period October 1, 1949, through July 31, 1953, almost $2. billion 
1as been paid directly to private industry by the MSTS. MSTS has consistently 
endeavored to achieve effective cooperation with private shipping and associated 
nterprise 


Cuarr G—4. Typrcat Tartrr Rates 


TYPICAL MSTS TARIFF RATES 
1 SEPTEMBER 1953 J 


US. EAST COAST-EUROPE US WEST COAST- JAPAN CAST COAST - JAPAN 
— a a 
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MSTS tariff rates are based on the average costs to MSTS for moving personnel 
or cargo over particular routes in a given geographical area. MSTS rates cannot 
be compared directly with commercial rates since they are not determined on 
the same basis. These rates, with respect to MSTS nucleus fleet ships, do not 
include costs which may be attributed to military pay, initial construction, 
depreciation, insurance, etc., which are usually included in the determination of 
commercial rates. They are, however, based on total MSTS operating expense 
which includes charter hire for privately owned ships, payments made to NSA 
for activation, operation, and inactivation of general agency ships, and payments 
for space in privately operated ships. 
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These charts show profit and loss for each of the various modes of shipping 
employed by MSTS in transporting cargo, passengers, and petroleum. The charts 
are compiled on the basis of the established MSTS rates. 
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CHART G—). AVERAGE DAILY OPERATING Costs 


AVERAGE DAILY VESSEL OPERATING COSTS 
USNS (IN SERVICE) SHIPS 


PASSENGER SHIPS 1953 CARGO SHIPS 
Mt LYPE TTT) | er 
COST PER Day COST PER Day 
$8,880 C-4 a] $2.580 
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$2260 CHWAVI ellhedastet $!.850, 
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TANKERS (CONTRACT OPERATED 
FIGURES SHOWN ABOVE EXCLUDE: 
T2-Al tihiernisenillmmnaitll $2,330 | ACTIVATION COSTS 


ZINACTIVATION COSTS 
T2-A2 thPvvainniallbccnnams $2480 S.ACCIDENT & DAMAGE REPAIRS 
4. ALTERATIONS (CHARGEABLE TO SUSHIPS) 


TI-BT2 1.465 S.PAY € SUBSISTENCE OF Mi. DEPTS 
ee mr ASSIGNED TO TRANSPORTS 


This chart illustrates the average cost per day of operating various types of 
civil-service-manned ships assigned to MSTS, based on operating expenses only. 


CuHaArT H-2. Bastc ANNUAL WAGES 


BASIC ANNUAL WAGES PAID BY MSTS TO CIVIL SERVICE CREWS 
AS OF | DEC. 1953 


TYPE SHIP MASTER CH.ENGR. el SST EN omcMBoF Fn sncABSE En SERABIO 


P-2 TRANSPORT — $15,600 $13,121 $9,184 


C-4,C-3 TRANSPORT $12,738 $11,341 $7,819 $6,395 $6,810 


C-2VC-2 CARGO $12,183 SIL064 $7.542 $6.137 $6.020 


RL CI MAV A | cuss 911612 $10,253 $ 7.127 $5,722 $6,020 


N-3 AKL CARGO «$$ 11,612 $9.976 $6988 $5,583 $6,020 


UNLICENSED RATINGS ) 


BOATSWAIN 4808 -$5.880 IN ADDITION TO RATES SHOWN PERSON- 
eg hid 4980 733000 NEL RECEIVE OVERTIME.BONUSES, VACA- 
ORDINARY SEAMAN  __ 2. 330 TIONS, HOSPITALIZATION. SICK LEAVE. 


ELECTRICIA 7s $5920 597-185 QUARTERS AND SUBSISTENCE. — 
MST 3773-34083 CREW WAGES AND ALLOWANCES REPRE - 


R $3 
FIREMAN-WATER TENDER $3, SENT... 44%" OF TOTAL SHIP OPERATING 


eo 
CHIEF STEWARD $4683" 99368 EXPENSES OF CIVIL SERVICE MANNED 


STEWARDS. UTILITY $2908 MSTS VESSELS. OVERTIME AVERAGES AN 
PURSER $5676-$6967 ADDITIONAL 35%' OF BASE PAY SHOWN. 


In pursuance of the personnel policies of MSTS, and in accordance with the 
Classification Act of 1949, the basic annual wages paid MSTS civil-service crews 
are the same as those paid in the American merchant marine. This compen- 
sation also includes the same benefits and allowances paid merchant seamen. 
Crew wages and allowances represent approximately 44 percent of the total ship 
operating expenses of civil-service-manned vessels. 
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CHART F-2. MSTS Surp REPArRS AND ALTERATIONS, Fiscat YEAR 1953 


MSTS SHIP REPAIRS & ALTERATIONS 


CHARGEABLE TO FY 1953 
PLANNED TOTAL EXPENDITURE - $68,653,000 
NAVY. INDUSTRIAL FUND REPAIRS $46,398,000 


NAVY INDUSTRIAL FUND ALTERATIONS $ 3.481,000 
APPROPRIATED FUNDS (CAPITAL IMPROVEMENTS & MILITARY) $ 18,774,000 


BY REPAIR FACILITY BY AREA 
PRIVATE YARDS és 
$59,502,000 EAST COAST | 
| $25,329,000 
$21,981,000 WEST COAST 
aes" : [ae $38,717,000 
$37,521,000 fe. NAVY YARDS 
$5,580,000 


MB&R $5,421,000 
ALTS $ 159,000 


a GULF COAST 
MSTS MGR" $2.836.000 OTHER 
$1,771,000 


§ 3,571,000 
M&R $3,456,000 
ALTS S$ 115.000 


It is estimated that costs for maintenance and repair of MSTS ships for 
fiscal year 1953 were $68,653,000. Of that total, $46,398,000 represents repairs 
and $3,481,000 nonmilitary alternations. Expenditures of this type are included 
in MSTS operating costs chargeable to the industrial fund. Capital improve- 
ments and installation of military features amounting to $18,774,000 are charge- 
able to appropriated funds. Thirty-seven percent of the total amount, or about 
$25 million was spent on the east coast; 4 percent, or about &2,500,000 on the 
gulf coast; 56 percent, or about $38,500,000 on the west coast, and 3 percent, 
or about $1,771,000, in other areas, mainly in the Western Pacific. It is impor- 
tant to note the division of expenditures by repair facility: 5 percent was spent 
in the maintenance and repair shops of MSTS; 8 percent in naval shipyards, and 
87 percent, or more than $59,500,000 in private yards. 
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CHart H-—1. PERSONNEL, JANUARY 1, 1954 


PERSONNEL DIRECTLY MERCHANT MARINE EMPLOYMENT . 
PROVIDED BY MSTS OPERATIONS 
152 | 


iGiVi SERVICE 
+ $2,346 


9% 


D> INDIGENOUS PERSONNEL, 
CONTRACT TANKERS 


GENERAL AGENCY 
AGREEMENT 


ASHORE) 2.653 


} 


BERTH LINERS. 


INDIGENOUS MILITARY CIVIL SERVICE 
804 + 9.336 + 14,999 
GRAND TOTAL 1 JAN 1954 


The total number of personnel employed directly by MSTS in its ships and 
shore activities as of January 1, 1954, was 25,139. This total is based on 
20,987 personnel afloat, divided as follows: 12,346 civil service personnel, 8,115 
military personnel, and 526 indigenous personnel; and 4,152 personnel ashore, 
as follows: 2,653 civil service, 1,221 miiltary, and 278 indigenous personnel. 

Although they are Government civil service employees, the civil service marine 
personnel of MSTS are basically members of the sea-going merchant marine 
profession and, as such, are required to meet applicable Coast Guard standards. 
In accordance with the amended Classification Act of 1949, their wages are 
“fixed and adjusted from time to time as nearly as is consistent with the 
public interest in accordance with prevailing rates and pactice in the maritime 
industry.” 

The dual status of these civilian marine employees raises many administrative 
problems. The figure of 25,139, while representing the total personnel directly 
under MSTS control, by no means represents the total personnel for which 
MSTS activities provide employment. Through the device of contract operated 
MSTS ships and by the extensive use of berth line shipping, time chartered 
vessels, and ships operated by private companies under the general agency 
agreement, MSTS provides employment for approximately 22,976 additional 
merchant marine personnel. 
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Cuart H-3. Tora, MSTS Personne. TRENDS 


TOTAL MSTS PERSONNEL 


{TOTAL MSTS PERSONNEL }—— 


UNLICENSED CIVILIAN MARINE 


NAVY ENLISTED 


LICENSED CIVILIAN MARINE 


4 
NAVY OFFICERS 
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This chart illustrates the trend, since June 30, 1950, in the total number of 
personnel, civilian and military, employed by MSTS, and the breakdow f tl 
number by specific categories 


Cuarr G-—3. Trarric Costs Per MILE 


-~MSTS TRAFFIC COST PER MILE 
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This chart illustrates the unit Military Sea Transportation Service costs for 
each year of MSTS operation. During fiscal year 1951 it cost $4.91 to move 
1,000 ton miles of dry cargo; in 1952, the cost was $4; in 1953, $3.63; and, in 
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the first half of fiscal year 1954, $3.76. Over the same period of time, the cost 
to move a passenger 1,000 miles amounte d to $31.81 in 1951 ; $19.32 in 1952 ; $20.25 
in 1953; and $18.85 in the first half of fiscal year 1954. T he cost per 1,000 long 
ton miles for petroleum lift was $1.65 in 1951; $1.84 in 1952; $1.y1 in 1953; and 
$1.67 during the first half of this year 1954. The increased cost of handling 
petroleum in 1952 and 1953 was due to the increased number of voyage charters 
required to augment MSTS nucleus fleet capability during that period. It is 
pointed out that if the fiscal year 1952 traffic had been handled on the basis of 
1951 unit costs, the total cost of MSTS operation would have been increased by 
approximately $165 million. Similarly, if 1953 traffic had been hi: indled on the 
basis of 1952 unit costs, there would have been an increase of about $28,700,000 
in operating expenses. On this basis, it can be considered that savings to the 
Government in the amount of about $193,700,000 through fiscal vear 1953 have 
been effected through continuing efforts by MSTS to improve efficiency and reduce 
costs. For fiscal 1954 (7 months) income has exceeded operating costs by ap 
proximately $40,000,000 
CONCLUSION 


In the foregoing I have shown the scope of operation of the Military Sea Trans- 
portation Service and the difficulties in matching requirements and lift. In 
concluding my presentation I should like to emphasize that in any military 
operation transportation must be responsive to military command. 

Mr. Auten of California. As the hearings progress, I anticipate 
there will come questions to mind that we will have wished we had 
asked you now. So, I would like to feel free, if I may, to call upon 
you for reports or further statements which may also be added to the 
record as a part of your testimony, if that is agreeable. 

[ was rather interested in hearing you speak of the development 
of the MSTS and its predecessor organizations, and I think there is no 
explanation of an operation quite as good as that which comes from 

man who iscarrying iton. That prompts the inquiry: If we wanted 
to get a similar presentation in that respect from the persons who had 
carried on the operations of transportation early in World War II 
and through World War II for the Army, for the Navy and for the 
use of merchant ships, could you suggest the names of people who 
might know most about it? 

Admiral Denersrinx. For the Army, my memory tells me that 
General Somerville was the head of the Army Service Forces and a 
General Gross was the head of the Army Transport Service in its 
very much expanded shape during World War II. 

I believe that with regard to the naval transportation service— 
well, I think my predecessor, Vice Admiral Callahan, was thoroughly 
familiar with that during that period. I notice he has just taken 
over command of our naval forces in the Far East. So, I don’t 
think he is very near. 

With regard to the War Shipping Administration, I am not. suf- 
ficiently familiar with the names of the people who carried on that 
operation to be able to help you, but General Gross and General Somer- 
ville are really the keymen with regard to the Army. 

Mr. Auten of California. Now, getting at a little different matter : 
Without assuming there is going to be any change in the policy of 
the MSTS or the relationship with the merchant marine, neverthe- 
less, if we wish to obtain some change in policy that would involve 
either the MSTS or the merchant ships carrying more or less of the 
cargoes than they could carry, who would be the people responsible for 
considering and determining the policy ? 

Admiral DeneprinK. In my opinion, the Secretary of Defense would 
undoubtedly deal with the Secretary of Commerce, and as far as within 
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the Defense Department I would presume that the matter would flow 
down through the Assistant Secretary of Defense for Supply and 
Logistics, the Honorable Charles Thomas, and he has a director of 
transportation, Mr. Earl Smith. The Chief of Naval Operations 
vould very definitely be concerned with this, and I feel sure that any 
paper of that character would go for consideration by the Joint 
Chiefs of Staff. 

Mr. Auuen of California. Having in mind that the Merchant 
Marine Act says in its policy declaration that we should have a mer- 
chant marine suflicient to be an auxiliary to the military and naval 
services in time of war, who would determine from the standpoint of 

e Department of Defense how much of an auxiliary that merchant 
mee force should be and what the character of vessels in it should 
be ¢ 

(Admiral Deneprink. Well, sir, that is part of this memorandum of 
agreement of 1951’, and it spells out the ships required to be in the cus 
tody of MSTS under the present conditions. Then it says: 

The additional number of ships required to be in custody of MSTS under full 
mobilization conditions, 

And I am now looking at the top of page 15 of my statement. 


The number of ships in addition to those set forth in subparagraph 2.a required 


to be in custody of MSTS under full mobilization conditions is, for security pur 
poses, made available to the Administrator, Maritime Administration, by Com- 
under, Military Sea Transportation Service separately as a classified annex to 


this agreement. 

Then we have another item: 

Under full mobilization conditions, all additional shippl ng requ red to dis 
charge the MSTS mission above that provided for in subparagraph 2.b 
which I just read— 
will, except as provided in paragraph 5, be obtained from NSA under general 
agency agreement. 

o, that procedure for the number of ships under present conditions 
and under conditions of full mobilization is spelled out in this 
agreement. 

Mr. Auuen of California. While it is spelled out, insofar as the duty 
of this committee to endeavor to foster an American merchant marine 
auxiliary for that purpose is concerned, the information is not avail- 
able to us in numbers of ships, I take it. I am wondering if there is 

iny Way we can get an authoritative statement as to what it is that we 
are supposed to be doing from the standpoint of the Defense 
Department. 

Admiral Denresrink. May I say this: Mr. Bonner asked a question 
some days ago of me to pursue the matter of the testimony that was 
made last year in the Senate subcommittee, headed by Senator Potter, 
of Michigan. This testimony was offered by Rear Admiral Wilson, 
who was my deputy and who participated in the study of a joint com- 
mittee, Maritime Administration, MSTS, Naval Operations, Bureau 
of Ships, and other groups. Last year that testimony came up with a 
specific number of ships which were deemed to be necessary in the 
active American merchant marine, and the group of which my deputy, 
Rear Admiral Dietrich, is now the head Navy member, had been car- 
‘ying on periodic meetings since they first met in May of last year. I 
believe they have had some 12 meetings since that time. 

(See appendix, p. 481.) 
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Other problems that concern this group have to do with the size of 
the national defense Reserve Fleet. 

Acting on Mr. Bonner’s request that I come prepared to give this 
subcommittee an up-to-date corrected numerical answer to the size 
of the active American merchant marine, I have been endeavoring 
to come up with that statement. I thought that I would have such a 
statement today, and privately I explained to Mr. Bonner that at the 
last moment I was unable to get that statement cleared. 

I will pursue that because I think it is very important. 

Mr. Auien of California. If I may do so, I will request that state- 
ment be made available for this record and will expect it as soon as it 
is available. 

Admiral Denrprink. Yes, sir. 

Mr. Auxen of California. Mr. Shelley, did you have a question you 
wanted to interject ? 

Mr. Suetiey. Yes; I have one. 

Admiral, I noticed on the memorandum of agreement it is dated 
October 2, 1951, which is approximately 1 year after the outbreak 
of the Korean situation and was entered into at a time when we were 
mobilizing, not to the fullest extent but mobilizing in a critical sit- 
uation, and it talks about ships required under present conditions and 
then it talks about ships required for full mobilization, to be under the 
custody of MSTS in full mobilization, but nowhere do I see anything 
which would tend to set up a new standard under conditions less 
than existed in October of 1951, and now the hostilities have ceased 
in Korea and, by your testimony earlier this morning and your state- 

nent, you admit you are cutting back in deactiv: ating some ships. It 
occurs to me, and I am simply sort of reaching because this problem 
is in my mind, that maybe there should be a reevaluation of this state- 
ment in the light of present conditions and what we might usually 
term normal peacetime conditions. This was based upon a somewhat 
unusual condition. 

Do you care to make any comment on that ? 

Admiral Denesrrn«. I would like to comment upon that, if I may. 

We are moving very rapidly in the reduction of our ships in ac- 
cordance with that philosophy. 

I will have very few general agency ships, and I might say I 
would have practically none if it weren’t for my desire to employ these 
mariners through their acceptance. 

I will have very few, if any, time-chartered ships. 

I will have only 34 time-chartered ships at the end of this month. 
I anticipate by the end of next month I will only have 22 because of 
the number I can get rid of by the expiration of their charters. 

So, I will find myself very much like I found myself in the Ist 
of May 1950 when we had a nucleus fleet of 150 ships and only 20 ships 
under charter. 

So, without any change in agreement, and allowing it to carry on in 
its normal fashion, it acts just like an accordion, in which we move in 
and out, depending upon the strain put upon it. 

Mr. Sue.iey. But right there they set up a standard of a nucleus 
fleet. That standard was arrived at in a period when conditions were 
not what we would call standard. 

Admiral Denrprinx. Well, the size of the combined Army Trans- 
port Service and Naval Transportation Service in the 1st of October 
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1949, according to my chart, was 335 ships. We have never ex- 
ceeded 265 ships in the nucleus fleet. We are currently 247. Accord- 
ing to my prognosis, we will reduce to somewhere in the neighbor- 
hood of 210, which includes, as I recall it, 57 special miscellaneous 
type vessels used in the Japan area. 

So, I feel we are confronted by a realization of two things: Main- 
taining the minimum size nucleus fleet, consistent with emergency re- 
quirements and to make our minimum lift; and, second, maintaining 
the minimum size nucleous fleet consistent with the economy of 
operation. 

So, the dollar sign always keeps us from having more than we 
really want. I think that is reflected in the decrease that you see. 

Mr. Suetiey. In other words, am I then to assume that you feel 
the minimum fleet set forth here, no matter what conditions existed 
at the time it was set forth, is the bare minimum upon which you 

hould operate ? 

Admiral Deneprinx. Well, I think my nucleus fleet now is below 
the figures shown in that agreement. 

Mr. Suetiey. There may be some variation in types of vessels. 
This says 206. 

Admiral Denresrink. That’s right. 

Mr. Suetiey. And you now have 210, as I understand it. 

Admiral Denesrink. I will have 210, but that 210 includes those 57. 

I actually feel that my nucleus fleet now is in the major categories 
below the numbers indicated here. 

Mr. Suettry. That is all I have at this time, Mr. Chairman. 

Mr. Auten of California. Admiral, I noticed historically the Navy 
Transport Service seems to have operated with uniformed personnel ; 
on the other hand, the Army Transport Service used civilian person- 
nel, civil service, and that you have in effect kept bo‘! services as a 
part of the MSTS 

Could you tell us what the virtues are of one system against the 
other ¢ 

Admiral Denesrinx. Well, I think it is the virtue of expediency, 
Mr. Allen, and I think that is a good question. 

We have some eight transports manned by Navy personnel in uni- 
form. All of those transports are of the dependent variety, that is, 
their staterooms are configurated to take families. 

If we were to put civilian civil service personnel in those ships, this 
is what I would practically be confronted with: At the present time 
the accommodation is for the uniformed personnel, permanent Navy 
standard practice, but to put the civilian civil service personnel in 
those same ships requires that I abide by the law for the treatment of 
civilian merchant seamen. That means, and I think that this is in 
general the law, I must not have more than two people in a room. 
They must have a wash basin, toilet facilities, so many cubic feet of 
space. They must have bathing facilities. 

I have had a computation made and if I were to convert one of my 
Navy-manned transports into a condition which would make it suita- 
ble to be civilian manned, it would cost me $2.4 million per ship, and 
with the 8 ships that comes close to $20 million to achieve that trans- 
ition. 

That is a lot of money to me, and I just don’t want to spend it. 
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Mr. Auten of California. Would that indicate, as the ships now 
Navy manned become obsolete and retired, that the new development | 
will be toward a completely civil-service-manned service ? 

Admiral Denesrinx. Well, I don’t know that I am qualified to 
answer that because I believe there are certain other factors that go 
into this beside the cost of transition to civilian manning standards. 

I believe that all of these ships that are manned by the Navy are 
part of the operating forces under the Chief of Naval Operations, 
and I believe there are certain factors which might dictate that he 
would want ships manned by uniformed personnel ‘for special services. 

On the other hand, there comes a problem, and I am now philoso- 
phizing, that we are confronted with declining ceilings of uniformed 
personnel in all of the Armed Forces, which would raise the question 
of where to best use those uniformed personnel. 

Now, the question, then, has many ramifications, and if the Chief 
of Naval Operations, who exercises a pretty firm control over those 
USS ships, might have ideas with which I am not conversant. 

Mr. Auten of California. My next question goes to a comparison 
between the USNS ships and the ships operated by private operators. 
The question that comes to my mind specifically is this: Why couldn’t 
you, with equal facility, use either your USNS ships or a group of 
ships time chartered from 8 or 10 private operators ? 

Admiral Denrsrink. In what category? A passenger or cargo 
or 


Mr. Auxen of California. All three. 
Admiral Denrprink. All three. 
Mr. Auten of California. I understand that is the proposal in tanker 


operations, as to some 20 tankers to be built. 

Admiral Denesrink. The question with regard to passenger op- 
erations is one of availability of ships. 

The question with regard to cargo ships is that we have very few 

‘argo ships in our nucleus fleet, and we are required to have a certain 
neudia r because of certain restrictions on how we lift cargo, and I’m 
referring particularly to the lifting of private automobiles in Gov- 
ernment-owned ships. Unless we had Government-owned ships—and 
pretty soon the only Government-owned ships we will have will be 
those in our nucleus fleet—we could not transport certain cargoes. 

We have that consideration. 

With regard to the tankers—and I am very glad you brought that 
up—we have approximately 55 T-2 tankers. When we inactivate to 
take care of the 4 Orions, we will have 47 T-2 tankers. 

Now, we have presented for the consideration of the Congress a 
measure for the long-term chartering of 20 tankers for a 10-year 
period, utilizing private capital, built in American private shipyards, 
to be manned by civilian merchant seamen and operated by private 
companies. It is our thought that these 20 ships, if they are authorized 
and if they are built, that they will take the place of 37 of the 47 T-2 
tankers which would be left. Those ships are conceived to be 25,000 
deadweight tons, approxim: ately 600 feet long between perpendiculars ; 
maximum draft fully loaded, 32 feet; maximum beam, 84 feet; maxi- 
mum sustained sea speed, fully loaded, 18 knots. 

That, then, represents a continuation of our existing contract op- 
eration of tankers, except that instead of having Government-owned 
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vessels, operated by contract operators, they will be privately owned 
vessels operated by contract operators. 

Mr. Auten of California. Part of the scope of this hearing, as I 
conceive it, is to try to determine where the taxpayer is best served 
in getting, first, a sufficient service for the military requirements and, 
second, at the least cost; and this proposal to use privately operated 
and privately financed tankers seemed to me to indicate that there 
might be a saving in cost by that type of operation for the transport 
of petroleum products, which might be just as available in the trans- 
port of any dry cargo and passenger services, if the stability of the 
business, as It were, were made sure, but I am wondering now what 
the difference in cost is going to be. 

Admiral Denrprinxk. Well, of course—— 

Mr. Auen of California. Or what may be the relation of the philos- 
ophy of operating an MSTS nucleus fleet to another philosophy which 
is to adapt the use of private organizations to one of purposes of 
MSTS. 

Admiral Denreprink. Of course, the answer is going to be in the 
low offer, when and if this program is approved by the Congress. 

Mr. Auuen of California. Does that answer indicate that if the pri- 

ate operation is consider: ably lower in cost than the operation that 
worl | be conducted if the ships were USNS shi ips you might extend 
the same thing to dry cargo or to passenger carrying ? 

Admiral Deneprink. Our thinking has not gone into other areas. 

The question that naturally arises would be the cost of this opera- 
tion under the private-owned tankers, private-constructed tankers 
and I think we will have to wait and see what answer comes up as a 
result of that before we can move, if that is the thought. 

Certainly I say to you we have not given any planning consideration 
to going into any areas of either passenger vessels or dry cargo ships. 

Mr. Auuen of California. I was a little confused with the state- 
ment of Admiral Carney, which was presented this morning. In 
paragraph 6 of the statement he makes the statement : 

The Government of the United States must protect itself by assuring that 
there is in ready operating status, under military control and under all condi- 
tions, sufficient vessels available to lift the minimum essentials of vital supplies, 
equipment, and personnel to the Armed Forces of the United States in overseas 
areas. 


Then he goes on to say in the last sentence: 


This represents the best assurance against shortages or limitations of com- 
mercial shipping available on a voluntary basis— 


ind so forth 
nterruptions in movement which might develop from labor-management disputes. 
I couldn’t tell from his statement where the military depended upon 
the ships under its control at all times and then when, if at all, 
would go to the ships that were made available on a voluntary basis. 
It seemed to me that the statement indicated that all the ships you 
wre going to need would have to be under military control and under 
ll conditions, which seemed to me much different from the present 
practice. 
\dmiral Denrsrtnx. I don’t read that into this statement. AJl of 
vy background is to the effect that we feel that we must have a mini- 
num sized nucleus fleet under peacetime conditions. 
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Under conditions of full mobilization, we must have an increased 
sized fleet of vessels under our control to take care of our expanded 
requirements, but that is not going to be enough for our total military 
requirements, 

So in addition to an expanded nucleus fleet, to be under our firm 
control, we would want to have additional vessels to do our bidding 
under some form of general agency agreement, and we would obtain 
those from the wartime counterpart of NSA, or NSA itself if it were 
to be used in wartime. 

Mr. Aten of California. I confess I might be able to sell the idea, 
but I don’t understand it enough myself to be able to say where the 
Navy policy or the MSTS policy actually finds itself. 

It seems to me it changes from time to time, as this tanker transac- 
tion seemed to indicate a change, and one which I think was a good 
guess myself, but I don’t see what the philosophy is that would bring 
about that policy as to petroleum products and not as to the other. 

Admiral Denrsrin«. I think we are going to have to wait and see 
how this tanker business comes out, frankly. 

Mr. Auien of California. I turn to your chart A-7, which indi- 
cates the priority of shipping methods. Pursuing a little bit the 
thought Mr. Bonner was on, it seems to me what you do, in effect, 
when you time charter a vessel is to move it up into the first priority 
so long as it is under the time charter and prefer it to the berth services. 
Is that a fair assumption ¢ 

Admiral Deneprink. No; I can’t agree there. 

Mr. AuLen of California. To pursue it a little further, the doctrine 
of prudent management, under which you find yourself with the time- 
chartered ship, with time to go, and you find a cargo that can move 
in that ship or in the berth service that is alongside, would you not 
then put the cargo in the time-chartered ship ? 

Admiral Denerrtnx. I believe that we come down to a considera- 
tion of performance, and 1 would like to call your attention to this 

chart C—), which is the dry cargo lifted by type carrier, and although 
i find this fiscal year represents a very difficult period on the part of 
management, nevertheless I would like to call your attention to the 
result accomplished, which is that we have been able to give up our 
general agency ships and our time-chartered ships so that in the 
—— of January out of the tots al cargo carried 55.5 percent was 

‘arried in the berth ships; only 9.2 percent was carried in the general 
agency ships; 18.2 percent was carried in the time-chartered ships. 

I think that I would like to have that month stand as my real 
practical adherence to my policy, because, in the face of a rapidly 
declining market, we have still been able to get rid of our general 
agency ships by advance planning and still been able to get rid of 
our time-chartered ships despite the lag involved, so that we have a 
material reduction in the amount of cargo carried by our general 
agency ships and our time-chartered ships and an increase in the 
percentage of the cargo carried by our berth ships. 

We have actually increased the percentage of berth during this 
fluctuating period, and, frankly, I think we have done better than 
I think I had any reason to believe that we could do, and I think we 
have been really very fortunate to be able to do that. 

Mr. Auten of California. I am not critical of you at all in that 
regard. Ithink you have done a lot more than you get credit for, but 
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still the thing I want to get at is the fundamental fact so if there is 
— involved we may not agree with we will know what the facts 
e and what the policy is. To get back to the same question, if you 
iave a time-chartered ship available and the berth line ship available, 
the eargo for one but not for both, who gets it ? 

Admiral Denesrinn. Well, let me make a specific example. 

This month we are getting ready to make our shipments for the 
month of April. We, first of all, take our whole program and we de- 
duet the airplanes and the refrigerated products, and that gives us 
our major cargo program. 

We then take a look at the nucleus fleet c¢ argo ships which we will 
have in position to make lifts during the month. That will vary be 

ause of their current operations, but we can line up certain of those 
hips to make a lift. 

We then take under the berth percentage system, which has been 
used and which was arrived at so as to give fairness to all the lines, 
ind we allocate a certain amount of cargo to berth. 

Well, then we have some cargo left over. 

I just want to make this point because I think it shows this thing 
in fine fashion. 

We then take a look at the time-chartered ships which we can put 
in position and utilize them on the basis of prudent management, and 
we take a look at the Mariners which we are employing in the national 
interest and we must use under prudent management. 

Now, if it so happens that, after we are positioning those ships, | 
find we still have 9 cargoes that we have no way of lifting, the way. we 
ire doing that is that we are going to increase the berth percentage 
to absorb those 9 cargoes. 

\s the number of time-chartered ships continue to reduce, as the 

umber of general-agency ships continue to reduce, we will then find 
ourselves with, let us say, 750,000 tons of cargo to be carried. 

Assume we will lift 150,000 tons in the nucleus fleet. The 600,000 
tons goes to berth, and there is nobody else to carry any: and we have 

then gone through this gamut of a declining market, which is a very 
difficult thing from the point of view of management. 

Mr. Auten of California. I am still not sure of one point, though: 
While the market is declining, you finally come to a point where you 
have got 1 cargo left and you have got 1 berth line and 1 time-char- 
tered ship sts nding alongside each other; who gets that cargo under 
the system ¢ 

Admiral Denrerink. Well, I just don’t know. I think probably 
we would give some to both. 

Mr. Auten of California. Of course, the point I am driving at is 
this—and I think I may have made it at other times: On the one hand, 
we are subsidizing the berth operator. Whatever cargo he gets from 
you will increase his earnings and recapture of funds under subsidy 
and, therefore, in a sense, we pay him less subsidy. Whatever you put 
in time-chartered ship, in effect, costs another department more sub- 
sidy for the berth ship. 

What I am trying to find is which is prudent management from 
the one on top who is paying all our bills. 

Admiral Denesrink. It is a very difficult problem. 

Let me present the opposite side of it: 
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I have a berth-line ship that is sailing. I have a time-chartered ship 
that I am paying money for. I am going to continue to pay money on 
that time-chartered ship regardless of whether she is operated or not. 
I do not incur any expense to MSTS unless I ship cargo in the berth 
line. 

So, I am confronted with a dilemma. I have to try and see that 
fairness and equity is accorded to the berth operator. On the other 
hand, for me to fail to use the time-chartered ship would certainly 
place me in a very unsavory position. So, I would feel that I would 
have to use that time-chartered ship in order to get prudent manage- 
ment for my operation. 

Now, that brings the thing into sharp focus, that the berth line 
says, “Well, you’re supposed to use me and you won’t do it.’ 

[ think that I may say, in justification of the management of my 
operation to date, that I have been given considerable feeling of con- 
fidence by the berth operators that I am carrying on an operation 
that is just and equitable and at the same time is characterized by a 
proper expenditure of the public money. 

Now, I think that is a correct statement. 

I recently received, just 2 days ago, a letter from the president of 
the Far East Lines, Mr. Tom Cuffe, in which he congratulated me 
upon the manner in which I have handled this distribution of cargo 
during this rapidly declining period. 

I may say that Mr. Cuffe has suffered a considerable reduction in 
his cargo allocation, ‘ula I didn’t seek his letter. It came as a sur- 
prise to me, but I like to think that my operation has elicited that 
= = ee 

Mr. Auten of California. I think it has, but from the standpoint 
of arias for the services, the point I am trying to get at is a com- 
pari > of costs. Does it cost the United States Treasur y more money 

if the berth service runs, to make it overly simple, without that cargo 
wr does it cost the United States more money if the time-chartered 
ship runs without the cargo? 

Two things are involved. One is to find out how much each costs, 
and the other, then, is to determine the policy which would be a matter 
of arithmetic, but how do we find those costs? 

Admiral DenEsrink. We know what it would cost us to move our 
cargo in the berth ship. We know that 20 percent of the cargoes car- 
ried by the berth lines have been military cargoes. So, we can start 
from a firm statement there. 

Perhaps the General Accounting Office could come up with — 
amount of money that the Government could recapture as a result of 
that increment of the cargo that is carried by the berth lines. Now, 
I don’t know that, but perhaps they could. 

On the other hand, to move the cargo by the time-chartered ship, 
we know what our costs are for the time-chartered ship. That can be 
firmly derived. 

It would seem to me - difficulty would be in how much can be re- 
( woe re bec: ause the 1 — is going to be dependent not on the 
military cargo that is ¢ erried, but on the total cargo that is carried. 

So, if you sent a berth ship out only with a small military cargo you 
might recapture very little. On the other hand, if she went out with 
no milits iry cargo and full of commercial cargo, the Government could 
recapture a considerable sum. 
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So, that creates a difficulty. 

Mr. Auten of California. I think, however, Admiral, it depends 
on profit, and profit usually depends on the last 5 or 10 percent of the 
business, and I think that is where the difficulty will lie. 

Admiral Denrprinx. Yes. 

Mr. Auuen of California. Now, along that same general question, 
another phase of your operations is somewhat confusing tome. As I 
understand it, you go to the berth operators and make space charters 
at less than the conference rates. You say you do that because of the 
volume of cargo which you have to offer. 

I believe—I am not sure of this point—that conference rates apply 
to shippers other than the MSTS at standard rates regardless of 
volume. 

I know that is true in the railroads. 

Now, it seems to me you are able to go to these berth operators, 

who find themselves so hungry for cargo ‘that when they get this last 
increment that they must have to survive, they really have to take 
what you offer them. 

That is good bargaining. I don’t mind that ordinarily, but it also 
seems to me that when you give them a cargo at a less than established 
rate, you once more, by that operation which is prudent from your 
standpoint, reduce their ability to make a profit and to pay a recap- 
ture, and to that extent it may be that what is being paid by way of 
subsidy and the difference of the greater amount because of no recap- 
ture is in a sense a subsidization of the MSTS out of the funds which 
we are appropriating to keep the commercial operation going. 

I don’t know how to get at that problem, but am I wrong? 

Admiral Denesrink. It is difficult to come up with a good answer. 

I would like to have Mr. Bull comment, if I may, on the space con- 
tract. I mean we have these space contracts with all the berth lines. 
They are all similar. 

Is that right? 

Mr. Buu. Yes. 

Admiral Deneprtnx. I mean they are—— 

Mr. Butu. By areas. 

Admiral Denesrink. Yes. 

Mr. Buu. From the different shipping areas to the destination areas, 
they are all alike, and they were determined actually on the basis of 
the conference rates, less the stevedoring and terminal charges, be- 
cause the stevedoring and terminal work is performed by the Army or 
the Navy, as the case might be, with a consideration for the volume of 
the movement. 

The schedule of the space charter rates, space contract rates, is not 
nearly as broad as the conference-rate schedules. In other words, the 
conference-rate schedules break down commodities, giving recognition 
to the volume movement of individual commodities, where we bulk 
everything under a general-cargo rate. Under the conference system 
of rates, what we call general cargo might be a variety of rates in the 
conference tariff, and that is how they get recognition in that respect. 
In other words, a fellow that is shipping cotton thread might have a 
rate of $2, whereas a fellow who is shipping canned soup might get a 
rate of 80 cents. 

I mean that is how volume influences the rate in the conference 
structure, 

45110—54—pt. 1——7 
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We take advantage of the overall volume. 

We have just four categories outside of ammunition—general cargo, 
reefer, special, which includes the vehicles and a few guns and such 
as that, and aircraft. 

Mr. Auten of California. Isn’t it true, Mr. Bull, any way you figure 
it, you come out with lower rates? 

Mr. Butz. We do come out with lower rates, Mr. Chairman. 

Mr. Auten of California. That is on the basis 

Mr. Buu. Volume. 

Mr. AuLEN of California. Of volume? 

Mr. Buz. Yes; and conference rates. 

Mr. Aten of California. And on the ability of the requirement 
that the conference keep the conference rate ¢ 

Mr. Butz. That’s right, but there is no discrimination as between 
companies. I mean they all get the same rate. 

Mr. Auten of California. Is my premise true—the reduction you 
get reduces the recapture, which reduces the subsidy that comes out of 
the other rate? 

Mr. Butt. It could very well happen, Mr. Chairman. It would 
require a fine formula. It will work out, but I don’t know just how 
you would—lI think it is ascertainable. 

Mr. Auten of California. There is another consideration very much 
along the same line which I have heard come into conversation. Does 
the MSTS, in having its cargo measured or weighed, whatever the 
practice is, use the same standard as ordinary commercial practice / 

Now, I have heard the discussion, particularly with regard to 
vehicles, that in the stowage of vehicles, there is one way of measuring 
the cargo for MSTS cargo, and there is another way for privately 
owned vehicles moving under an ordinary tariff. 

Mr. Buu. I might explain, Mr. Chairman, MSTS does not measure 
the cargo itself. It accepts the measurements of the shipper services 
who, in the case of vehicles, the Army, for instance, has a regular 
catalog, showing the cubic measurement to be assigned to each different 
type of automotive equipment. 

Mr. Au.en of California. Does the Army come up with the same 
measurements as General Motors would come up with? 

Mr. Butt. I couldn’t answer that. 

Mr. Auten of California. Are there any other types of cargo, of 
which you have knowledge, where there is a different practice as be- 
tween commercial or standard practice and military practice, which 

results in a lower measurement for the military ? 

Mr. Butt. I actually don’t know of any difference. 

If I might, I would like to cite a little example that happened a 
month or two ago, where we had occasion to send—I forget the type— 
quite a good-sized small craft that had a mast erected. American 
Export Lines handled it, and at the time of applying their freight 
charges on that craft, because her mast was erected, they included the 
total cubic from the top of that mast, and it reached the point where 
we were going to have to unstep the mast, because we wouldn't accept 
that measurement, and lay it flat to reduce the height. They finally 
saw the light and disregarded that due to the fact that it was on deck, 
anyhow, and it wasn’t taking space anywhere else. 

But to show you the principle of measurement as employed by 
MSTS and as employed commercially, I cite that example. 
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Mr. Auten of California. One question—I think I got a partial 
answer as to how to get comparable costs as between MSTS and the 
subsidized lines and the other commercial lines. I take it General 
Accounting would be the office that would come closest to having that 
answer. 

Admiral Deneprink. I think so, and I would like to say we have 
been in touch with the representative of the General Accounting 
Office, Mr. Staples. The other day, you might be interested in know- 
ing, I think 10 key members of my staff and I spent from 9 a. m. to 

:45 p. m. without interruption in discussing our problem, trying to 
assist him, and I offered him the complete assistance of my organi- 
zation, not only in my own headquarters but also in the field, and I 
tol | him that we would try and make it easy for him to come up with 
what you want rather than to make it difficult for him to come up 
with what you want, and he seemed very happy with that—and | 
mean that genuinely. We want to be of assistance in producing 
whatever you want. 

Mr. Auxen of California. I appreciate that certainly, for I would 
expect nothing else from your organization, having known it has 
always been available in the past. 

Turn to chart A-9, which shows that 73 percent of the cargo went 
to the merchant marine. I don’t suppose you have any way of telling 
whether the cargo that they carried for you moved at a profit or at a 
loss, having in mind if the ordinary conference rates were used there 
would have been a much greater income to them. 

I am trying to find, if I can, whether your effort in giving them the 
cargo is actually adding to their ability to survive. 

I had a friend in the engine ones once who learned too late 
every time he sold an engine he lost $9, and he had a great sales force 
out selling more engines. 

Admiral Denrprink. In connection with that chart, I added on, 
in my statement, a breakdown in order to be completely helpful, and 
if you will turn to page 37 you will see where the total payments were 
made, and you will see that under the charter there was privately owned 
time and voyage charter. 

Now, we go into the open market to get our time and voyage char- 
ters. They have to offer the ship and they set a price, and we cannot 
force them to charter their ship to us at a price that they do not 
agree to. 

The law of supply and demand dictates that. 

Our ee for a time charter of a Liberty has, as I understand it, 
varied between $1,275 a day and $1,800 a day, and on one occasion, 
I believe for one ship we paid $2,000 a day for a Liberty. 

Whatever they gain and profit by during a period when ships are 
scarce, I imagine a may on occasion, and I think they do on occa- 
sion, offer a ship at the break-even point in order to avoid the expense 
of laying up their ship. 

Now, I can hear many values of what the break-even point is on 
a Liberty ship or a Victory ship. I have never owned either one, 
and I don’t know, but that has something to do with that. 

In the general agency ship, I am sure that you know that under 
the general agency ‘the actual operating costs are paid by MSTS. In 
addition to that, the private operator gets a per diem of $100 per 
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day per ship for his administration of that vessel. We must also 
pay the cost of activation and of inactivation. 

You might be interested to know that it costs us $90,000 to activate 
a Victory ‘and costs us somewhere i in the neighborhood of $26,000 to 
inactivate them. 

So, that is another bar to my desire to operate general agency ships 
because it is an added cost against us. 

Now, in the voyage charter of tankers, again we go into the open 
market and again the law of sup ply and demand comes in, and we 
have averaged paying maritime minus 10 percent for some 190 ships 
which we have chartered in the last 12 months. 

It is more than that. I would like to correct the number. It is an 
average of about 25 ships a month. It would be close to 300. It is 
just a little under 3 

So, we think that, based upon the experience of our own contract 
operated tankers that we operate these ships at less than maritime 
minus 10. So, on the average, these ships which we are chartering are 
a little more than the break-even point. 

Now, with regard to the shipping contract with the berth operators, 
I believe the shipping contracts which have been executed with them 
in the light of the volume of traffic, volume carried, have been profit- 
able to the berth lines. 

Mr. Aten of California. It seemed to me that figure of 133 mil- 
lion might serve as the best guide if we could find out what the cost 
would have been had conference rates been used. 

Admiral Denersrtn«. I am sure the conference rates would be much 
higher because our berth term operation costs us more money. We 
lose more money in the berth term than we do in the berth- -shipping 
contracts, although we don’t move as much cargo. So, that is a con- 
siderably more expensive way. 

Mr. Atien of California. It seemed to me if we could learn the 
conference rate as applied, had it been used, to this movement, a total 
of $133 million, you would there establish the difference between the 
conference rate and what the MSTS was paying and that that differ- 
ence might be a measure of the loss of profit which would have mate- 
rially reduced the subsidy. 

[ think most of these lines were in the subsidy position during the 
times you were getting the reduction. 

Now, the reference to the law of supply and demand is a little bit 
interesting in that field because I think what we are trying to do is 
offset it a little bit. In supply and demand, if that were left to run 
unfettered, I suppose we would go completely to foreign ships on the 
basis of the supply being greater and that the rates would come down. 

Admiral Deneprink. I would certainly recommend against that, 
Mr. Chairman, because I think that we must do everything that we 

can to help the American merchant marine, and that is why my oper- 
ation is so good, because I must use the American-flag merchant 
marine. 

Mr. Auten of California. T agree thoroughly, and I appreciate your 
desire to make sure that it continues in operation ; but, as a practical 
matter, we try to get subsidies for it. Every time the subsidies are 
increased there is that much less chance of the merchant marine getting 
the support from the country that we on this committee think it ought 
to have; but, still, I can’t get away from the fact that possibly your 
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prudent management, which I complained of to Admiral Denebrink 
and Admiral Callaghan once—the complaint was that he was much too 
eflicient—may be depriving the merchant marine of some carriage it 
might make which would increase its ability to maintain itself, 

However, I don’t want to labor that point. I bring it up in the 
hope that someone else who knows more about the accounting can 
settle it for us before these hearings are over. 

One other question, Admiral, and I think I am through, goes into 
the question of the appropriation bill not too long ago for funds to 
build five merchant-type ships, and there was a considerable uncer- 
tainty around here as to what that program was, why it had to be an 
appropriation under the armed service or the Defense Department 
appropriation and why it wasn’t a problem that would come under a 
merchant marine consideration. 

Admiral Dreneprinkx. Well, may I discuss that program. MSTS 
has been carrying on the logistic support of bases in the far north. 
We have carried on those operations now, I think, 3 or 4 years. We 
have had considerable success, and I think we have done very use- 
ful work, but the use of normal ships in the ice waters of the north- 
ern latitudes has caused us a great deal of ice damage. ‘There is go- 
ing to be a continuing need for the resupply of these bases in the 
north, and over a period of time MSTS has had a continuing program 
which it presents for the construction of special types of ships to be 
used up there. 

Last year it is my recollection that our recommendation to build these 
ships at a cost of $71 million did not clear the Navy Department. This 
year we were granted permission—we asked for $71 million, and the 
program was cut down to $50 million to build ships of these categories : 
first, a special type roll-on, roll-off ship, which has been especially 
requested over a period of time by the Chief of Staff of the Army and 
the Army Transportation Corps. They visualize greater progress in 
the handling of vehicles if such a special roll-on, roll-off ship can be 
developed. We put that vessel in our program because it is a ship 
desired by the Army. It will not have any ice-strengthened char- 
acteristics. We asked then that we have some ice-strengthened ships 
of three categories, small cargo ships, small tankers of the AOG type, 
and a landing ship of the LSD type, because we have to move lots of 
landing boats up to those areas, and the landing ship dock is the best 
type of ship to do that. 

We came up then with special ice-strengthened vessels for this par- 
ticular purpose. 

Now, when the program went up—instead of putting it in the Navy 
budget, in the Naval Appropriation Act, it was decided in the Depart- 
ment of Defense that they would sponsor this $50 million program 
because these vessels are not going to be used solely by the Navy, but 
are going to be used by all the services through the medium of their 
transportation agency, which is MSTS, so the Secretary of Defense 
said that he would sponsor this program. 

Now, the determination as to where the bill was to be held in com- 
mittee was not a matter that I know anything about. I have testified 
before, I think, the House Appropriations Committee in connection 
with it. But these ships are not fish, flesh, nor fowl; they are special 
ice-strengthened ships and a roll-on, roll-off ship. 3 
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With $50 million for that and with 20 tankers, if we can get the 
authorization, and if the offer comes in at a reasonable rate, it seems 
to me that MSTS is making a contribution in this area of shipbuilding 
in this particular critical time. 

Mr. Auten of California. I am curious as to why they were called 
merchant-type ships. Was that in a sense a misnomer? 

Admiral Denrrrink. When the papers left our shop they were 
called special type ships. By the time they got out of the office of the 
Secretary of Defense, I believe I am correct that they were called 
commercial-type ships, and when that matter became known, we called 
attention to the fact that we did not think these were commercial-type 
ships, but were special-type vessels. 

I am certain that that is the case. 

Mr. Auten of California. Thank you. Do you have any questions, 
Mr. Bonner? 

Mr. Bonner. Mr. Chairman, it is 5 o’clock, and it looks as though we 
are going to have to get the admiral to come back. 

Mr. Auten of California. Do you have further questions? 

Mr. Bonner. No. 

Mr. Auten of California. Do you have any further questions? 

Mr. Ray. No. 

Mr. Auten of California. Do you have any further questions ? 

Mr. Drewry. Just one. 

Mr. Auuen of California. I think we can feel free, Admiral, to call 
you back at some future time if it seems that further testimony would 
help the situation. 

Admiral Denesrtnk. May I say, Mr. Chairman, that I stand in 
readiness to present myself at any time that I can be of any help, and 
that also goes for anybody in my organization. 

Mr. Auten of California. Very well. We appreciate that. 

I think Mr. Drewry has one or two questions. 

Mr. Drewry. Just one question, Admiral, about the policy of MSTS 
with regard to operations in intercoastal service. You do have some 
charter operations inintercoastal, do you not ? 

Mr. Butz. What type of operations? 

Mr. Drewry. Intercoastal charters? 

Mr. Buti. MSTS does not operate any intercoastal service. It util- 
izes the intercoastal services, and on occasion when it has had a 
chartered ship with its primary mission beyond either coast, it has 
picked up material en route to drop it off on the way. 

Mr. Drewry. They would be required to get a permit from ICC in 
that event, would they not? They would be a contract carrier and 
would therefore have to get a special permit to operate in intercoastal 
trade. 

Mr. Butt. In the time charter ? 

Mr. Drewry. Yes, sir. 

Mr. But. I do not believe so. 

Mr. Drewry. Was there not an exemption in the law put in during 
the postwar period when there were no—or during the war period— 
when there were no commercial ships available, no certificated carriers 
available, that allowed Government cargoes to be carried under an 
exemption arrangement ? 

Mr. Butz. You mean a certificate from the ICC? 
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Mr. Drewry. Well, there was an exemption permitting a chartered 
ship to carry Government ¢ argoes in domestic trade under a special 
permit because there were no regular services at that time. That 
exemption, I believe, still prevails, and I wondered whether the MSTS 
followed a policy of operating in intercoastal trade on the basis of 
the exemption, or whether their general policy was to go only with 
the certificated carriers, the regular operators ? 

Mr. Buux. As a matter of actual practice, which is in conformity 
with the policy, the MSTS movement has been almost exclusively 


confined to the certificated carriers, 
Mr. Drewry. There may have been exceptions 
Mr. Buti. There have been a few exceptions, yes. 
Mr. Drewry. But those would be very minor exceptions. 
Mr. Butu. That is right. 
Mr. Drewry. That is all, Mr. Chairman. 
Mr. Auten of California. Thank you very much, Admiral, and 
Mr. Bull. 
It has been a very long day for you, and we appreciate the effort. 
We stand adjourned until Wednesday morning at 10 a. m. 
(Whereupon, at 5 p. m. the hearing recessed until 10 a. m., Wednes- 


day, March 31, 1954.) 
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House or REPRESENTATIVES, 
Srecira, ComMMirree To ConsIpER OPERATIONS OF 
Miuirary Sra TRANSPORTATION SERVICE OF THE 
COMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 

The committee met at 10 a. m., Hon. John J. Allen, Jr. (subcommit- 
tee chairman) presiding. 

Mr. Aten. The committee will come to order. 

We will proceed with the hearings which concern the investigation 
of the Military Sea Transportation Service in its relation to the man- 
agement and operation of the merchant marine. 

I believe that Mr. Rothschild, the Maritime Administrator, Mr. 
Upton and Mr. McGuire are here this morning, and I would like very 
much to have you make any statement you like concerning this subject. 


STATEMENT OF LOUIS S. ROTHSCHILD, MARITIME ADMINISTRATOR, 
UNITED STATES MARITIME COMMISSION, ACCOMPANIED BY 
CHARLES H. McGUIRE, DIRECTOR, NATIONAL SHIPPING AU- 
THORITY; AND E. C. UPTON, JR., MEMBER, MARITIME BOARD 


Mr. RoruscuitD. Your committee has requested me to testify as to 
the position of the Maritime Administration concerning the operations 
of the Military Sea Transportation Service in relation to the American 
merchant marine. 

It does not seem to me appropriate that I comment in detail on 
the policies and practices of the Military Sea Transportation Service 
in the field of merchant shipping and I shall accordingly confine my 
comments to the broader and more important aspects of the situation 
as it exists today. 

There are frequently problems between groups who have somewhat 
common fields of endeavor, but with differences of emphasis. The 
Department of Defense, the Department of Commerce, and the Mari- 
time Administration, as different areas of Government might be 
thought to have some characteristics which would make cooperation 
difficult. I am happy to report to you though that in spite of oppor- 
tunity for conflict, there is as of recent months camainniie none. The 
MSTS under command of Vice Admiral Denebrink and the Maritime 
Administration have had most cordial relationship, and this because 
we have consciously worked toward such an end. 

In spite of this, however, we in Maritime continue to hear innuendos 
directly against one or both of us. It is therefore most pleasing to 
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us in Commerce and Maritime that this committee is furnishing an 
opportunity for all to be heard so that rumors may be laid at rest, 
and conclusions of these hearings be based on actual facts as presented 
by industry and by Government. You have already heard from the 
United States Navy; you are now hearing from the Department of 
Commerce; soon you will have the opportunity to receive from top 
officials of several shipping companies facts which they and no one 
else are so well able to lay before you. 

In common with most elements in industry and commerce in the 
United States and abroad, the end of the war in Korea has brought 
diminishing demand for shipping services. To illustrate the extent 
to which this activity has changed, it has gone from a peak of several 
ond is available berth space. The third is time-chartered privately 
owned American ships, both dry cargo and tanker, are idle today for 
want of employment, and we have on hand in Maritime many appli- 
cations to permit the transfer of vessels to lower cost foreign registries 
of convenience as an alternative to scrapping or bankruptcy. This 
lessened demand brings into sharp focus the interests of the private- 
ship operator as opposed to any other system for the carriage of water- 
borne traffic. 

It is the responsibility of the military to determine how much and 
what kind of a fleet is necessary for the protection of the United 
States, and how much of that fleet shall have characteristics ap- 
proaching or meeting normal commercial standards. We have no 
quarrel with this concept, but we do desire to point out that any cargo 
which has been or is to be transported in vessels owned and operated 
by the United States represent, to the extent that these vessels are 
used, a subtraction of the possibilities open for commercial carriers. 

Repeated congressional declarations of policy over the years affirm 
that the United States should have a privately owned and operated 
merchant marine of the best equipped, safest, and most suitable types 
of vessels sufficient to carry all of our domestic waterborne commerce 
and a substantial portion of our foreign commerce, and capable of 
serving as a naval and military auxiliary in time of war or national 
emergency. 

In support of this consistent and fundamental policy, recent Con- 
gresses have, in enacting various foreign economic and military aid 
statutes, provided that American fi: ag shipping shall receive a reason- 
able measure of preference, in respect of which the most significant 
stipulation is probably that contained in the Mutual Defense Assist- 
ance Act of 1949 which provides that not less than 50 percent of the 
ocean shipments made available thereunder shall move in United 
States flag commercial vessels. The frequent and careful considera- 
tion given these problems by the Congress during recent years and 
the actions consistently taken seem to make it clear that it is the will 
and the intention of the Congress that all agencies of Government 
should cooperate in promoting the development and maintenance of 
a strong and efficient private American merchant marine. 

This committee will, I hope, determine how in the best interests of 
the United States we may work toward a solution of this knotty 
problem, and that as a result of your deliberation we shall all have 
clear instructions as to how the defense of the United States may 
best be served, while at the same time we keep in being and in a healthy 
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state a privately owned and operated commercial fleet sufficient to 
carry all of our domestic waterborne commerce and a substantial part 
of our foreign commerce. 

My approach to the matter which you are hearing today has been, 
as you have heard, only on the very broadest basis. If you have 
questions that you want me to answer, I shall try to answer them. 

Mr. Auten. Mr. Norblad, do you have any questions ¢ 

Mr. Norpiap. No. 

Mr. Auten. Mr. Bonner? 

Mr. Bonner. I have no questions right now. 

Mr. Ray. Has that 50 percent rule worked ? 

Mr. Roruscuip. It has had varying degrees of effect. It has been 
on the whole very beneficial to the American flag merchant marine, 
and it has not always come out at just exactly a 50 percent figure. 

Mr. Ray. Over the years it has been in effect, has it averaged out, 
or has it fallen short? 

Mr. Roruscui. It has been a little better than 50 percent. 

Mr. Ray. A little better than 50 percent ? 

Mr. Roruscuip. Yes. 

Mr. Ray. I have no further questions at this time. 

Mr. Auten. Mr. Rothschild, when Admiral Denebrink testified he 
gave a rather complete statement of his operations, and presented in 
rather extensive and fine form the operation and scope of activities 
which his organization carried on, 

From that presentation it seemed to me there developed some ques- 
tions which must be determined in order to attain a merchant marine 
policy. 

For example, he showed a chart which gave the priority in which 
MSTS used vessels. The first priority is the nucleus fleet. The sec- 
ond is available berth space. The third is time charged privately 
operated vessels. 

However, he came to a point where he said it was necessary to deter- 
mine, as a matter of prudence in management, that he should use a 
time-chartered vessel which was available without further charge for 
the period in the carriage of cargo available in order that the vessel 
might be profitably used. I asked if he found himself in the situation 
in which he had one cargo, and on the other hand a time-chartered 
vessel, and next to it a berth-operated vessel with space available, 
which should he use. I took it that he would in effect put his time- 
chartered vessel in the same category as the nucleus fleet and use up 
the time charter in order to prudently manage his own operations. 

I cannot tell whether by using the time charter he saved as much 
money as he might be costing in money by depriving a berth line of 
cargo, the carriage of which might have increased its profit and there- 
by lessened the subsidy paid by the Government. 

Could you give us any discussion of that subject—as to the relative 
cost to the Government to maintain the two services which might 
carry the same cargo? 

Mr. Roruscnitp. Mr. Chairman, there have been made available 
to us only certain figures which do not give us in detail the information 
which we would necessarily need in order to make a calculation such 
as you are suggesting with any element of precision. 
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As a general theory, we believe that if the subsidized berth operators 
were to operate at full capacity all the time, their profits would thereby 
be increased and our recapture possibilities expanded. 

To the extent that military cargo represents a possibility toward 
filling the berth-line operations, that would be a highly desirable 
situation if they could be filled for all voyages. But as to the extent 
and amount of money involved, we have no figures that would give 
you any information that would be solid. 

Mr. Auten. Could you express an opinion, or could anyone with 
you express an opinion, on this subject? I take it that if a vessel is 
capable of carrying 10,000 tons and is already laden with 7,000, that 
it might run at a loss on the voyage, whereas by the addition of 1,000, 
2,000, or 3,000 tons, that voyage might be turned into a profitable 
voyage. Would that be tr ue? 

Mr. Rornscuitp. It seems to me that the shipping pesinest is sub- 
ject to the same general results as any other business, and once a busi- 
nan of any character has reached a volume which would ont it at a 
break-even point, any volume beyond that becomes more largely con- 
tributive to profit than the volume below that point. 

Mr. Auten. One of the charts which Admiral Denebrink used in- 
dicated that the percentage of the American commerce which was 
carried by MSTS was less than 3 percent. I think that is less than 
3 percent of the total American lift, and possibly 15 percent of the 
total lift carried in United States-flag vessels. It was some percentage 
of that sort. 

The question then occurred to me as to whether that seemingly 
3 percent was a relatively insignificant part of the cargo available, or 
whether, on the other hand, if it were the last increment to be added, 
it might mean the difference of profit and loss and the existence over 
a period of time of several operating companies. 

Could you express an opinion on that subject? 

Mr. Roruscuitp. Without regard to the percentage carried by 
MSTS—the tons are very, very substantial—the resulting dollar 

values which are placed on them by reason of the schedule of charges 
which MSTS has in effect represents huge amounts of money. Even 
a small fraction of that huge amount of money applied to any one 
of our subsidized lines would make a very significant difference in the 
end result. 

Mr. Auten. Do you think it is possible to get accurate figures to 
show with some exactitude what the result would be had the practice 
been to move those cargoes by berth-line carriers, or by time-chartered 
carriers rather than in the vessels of the MSTS? 

Mr. Roruscump. Mr. Chairman, if we had complete and detailed 
information as to the amounts and the routes and types of cargoes, 
and also had the same precise information as to what space was avail- 
able and at the same time on liner vessels, we might, with a few 
assumptions, come up with some reasonably close approaches to your 
answer. 

Mr. Auten. From whom would it be necessary to get that informa- 
tion ? 

Mr. Roruscrimp. It seems to me it would take a combination of in- 
formation to be furnished from the Military Sea Transportation 
Service and from the lines themselves. I am not sure that all that 


information is available. 
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Mr. Auten. Would you suggest that this committee make the in- 
quiries directly, or is there any Government agency that might bring 
the figures together for us? 

Mr. Roruscuip. If we had a staff, we could do it. It might be 
better done by the General Accounting Office. 

Mr. Auten. Another point that developed in the testimony of Ad- 
miral Denebrink was the fact, as he put it, that by reason of the large 
blocks of cargo which MSTS had available for movement, he was 
able to obtain less than the usual rates from the operators that carried 
his cargo. 

[ was under the impression, and so stated, that with regard to all 
other shippers the rates were fixed by conference procedure and ap- 
proved or established by the Maritime Commission. Could you tell 
me if that is true? 

Mr. Roruscuitp. Where conferences exist, their rates and agree- 
ments are subject to approval by the Maritime Administration Board, 
I would like to make a correction. The rates are not subject to ap- 
proval. The agreements are subject to approval. 

It is not, however, necessarily true that all lines serving a certain 
trade belong to a conference, and it is generally the practice that 
those nonconference lines do not charge the same rates as the con- 
ference lines. 

Mr. Auten. Is it true that any given company must charge the same 
rate to all shippers on similar commodities ¢ 

Mr. Roruscutp. Yes, that is true. 

Mr. Aizen. Tuere can be no discrimination among private 
shippers ¢ 

Mr. Roruscuitp. Except in the case of the dual rate setup which 
is In operation on about two-thirds of the conference agreements, 
where they establish a lower rate under contract with shippers than 
they have for the noncontract shippers. In addition thereto, the 
Government usually ships at a special rate. 

Mr. Auten. I was endeavoring to learn from that testimony 
whether in effect the MSTS was in a position to make so tough a bar- 
gain that it was getting a rate which, with regard to a subsidized line, 
resulted in the payment of a greater subsidy because of no recapture, 
which in turn would result in funds of the Department of Commerce 
being used to furnish the shipping service to the Department of De- 
fense at the expense of the Department of Commerce’s funds. 

I do not know whether that situation arises or not, but it looked to 
me as though it might. 

Will you comment on that ? 

Mr. Roruscump. I do not think we know either, Mr. Chairman, 
but I think we could agree with your thought that the possibility 
exists certainly. 

Mr. Auten. Where can we find the answer to that, in dollars and 
cents ? 

Mr. Roruscuiwp. I presume that would be the basis for another 
study. 

Mr. ArzeNn. Another point that came into the discussion which I 
would like to get an opinion on is this: The question of building 20 
tankers and operating them on time charter was discussed. I tried to 
learn from Admiral Denebrink why there should be a difference in 
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philosophy of the Navy to the extent that a nucleus fleet was neces- 
sary, manned in the main by civilian crews—civil-service employees 
of the Government—for the carriage of dry cargo and passengers, 
but with regard to liquid cargo the MSTS was to go into the time 
charter of tankers. 

Do you have any comment there as to which field the merchant fleet 
is best able to go into, and which the MSTS should keep for itself, 
expressing the view of the Maritime Administration ? 

Mr. Roruscuttp. Without having precise knéwledge as to what 
facts went toward developing the Department of Defense’s philoso- 
phy, it seems to us in Maritime there is no fundamental difference 
between the carriage of dry cargo and fluid cargo. 

Mr. Aten. Could you tell us if there are any overlapping services 
which seem to you should be eliminated, either in the military or in 
the merchant side of the picture? 

Mr. Roruscuip. To the extent that there are more ships available 
today than there is cargo available for the ships, there is an over- 
lapping. 

You are familiar, I know, with the fact there has gone back into 
the laid-up fleet large numbers of ships which were used for quite a 
while, but in spite of that we have an excess tonnage available, both 
in the American flag fleet and in fleets of other nations. 

As to where precisely those overlappings occur, and at what times 
and on what vessels, I do not believe we have the information. 

Mr. Auxen. There is one subject I referred to in good part, and 
that is the relative cost of carrying cargo for the military. 

Do you know if there are any figures, or studies, which indicate the 
comparable cost of handling cargo in the nucleus fleet, in the berth 
lines, and in the privately owned time-chartered vessels ? 

Mr. Roruscuiwp. A few weeks ago I had the opportunity of appear- 
ing on a program with Admiral Denebrink before the American 
Legion here in Washington, and at that time he gave some figures 
which applied to MSTS. I am not clear as to what has gone into 
the establishment of those figures and do not know whether or not all 
charges which would normally be considered applicable to commer- 
cial operations are represented in those figures. 

It is my recollection, from only having been exposed to those figures 
that one time, that the MSTS shows that it carries cargo and pas- 
sengers for a lesser price than the commercial lines. 

Mr. Drewry. Mr. Rothschild, under the 1936 act, the Maritime 
Administration is supposed to make and to continue a program of 
study of trade route requirements, and what can be reasonably ex- 
pected in the future, and so on. 

In the presentation that Admiral Denebrink made before the com- 
mittee the other day, it appeared that the movements of military cargo, 
in which the MSTS was interested, covered approximately the same 
areas which the berth line operators who are receiving subsidies 
covered. 

Do you, in connection with your trade-route studies, endeavor to 
determine the military cargo requirements along with the commercial 
requirements ¢ 

Mr. Roruscump. May I have Mr. McGuire answer that question? 

Mr. McGuire. We do, in making our trade-route studies, endeavor 
to determine all available information with respect to the military 
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cargo movement as well as current and prospective movements of 
commercial cargo, and we give to the military cargo such weight as 
to permanency of degree as we believe to be warranted in the par- 
ticular circumstances. 

I do not know if I make myself entirely clear. What I am trying to 
say is that in the evaluation of the future foreign commercial prospect 
on a particular trade route, we clo endeavor to discount any substantial 
degree of permanency with respect to the military traffic. 

Mr. Drewry. Well, is it not perhaps even more speculative to de- 
termine what would happen in the normal commercial requirements 
than say in a forecast of a year or 2 years, with the rather widespread 
occupation forces and other permanent ‘milits ary commitments that 
we are having at the present time? Would it not be no more difficult 
to determine the prospective military flow, aside, of course, from any 
emergency situation, than it would to guess what would happen in the 
case of a commercial requirement in these particular troubled 

yeriods ¢ 

Mr. McGutre. I would believe, Mr. Drewry, that the determination 
of the estimation of future military traffic flow is at least as uncer- 
tain of future prognostication, if not more so, than the commercial 
traffic flow. 

Mr. Drewry. Do you work with the military, with the shipper 
portion of the Military Establishment—the Army, the Air Force, and 
the Navy—not thinking in terms of MSTS alone but of the branch 
of the service that has the material to move, do you cooperate or work 
with them in an effort to determine what their requirements are and 
ask them to submit estimates, or do you merely attempt to determine 
it on the basis of previous practice and previous carriage ? 

Mr. McGutre. We have at times, Mr. Drewry, wor ked in a measure 
directly with the shipper services, but that has been quite limited due 
to the existing setup in the Department of Defense wherein it is 
clearly prescribed that the Military Sea Transportation Service shall 
act in relation to all of the military departments in the planning for 
space requirements and in the meeting of those space requirements. 

Now, reverting, if I may, fora moment to my answer to your prev- 
ious question, the reason that I mentioned the wide degree of variance 
in respect to military cargo movements is because we have seen again 
over these past 314 years a tremendous variance in the flow of mili- 
tary cargo brought about by the hostilities in Korea and the cessa- 
tion of those hostilities. 

The difference, of course, is of a tremendous area. 

Mr. Drewry. To depart from that point a little, recently there has 
been a request for funds for the development of certain special types of 
vessels to trade in the Arctic area. 

Has any thought been given within the Maritime Administration to 
determine whether existing berth line operations could, by providing 
ice strengthening, for instance, divert from their course to serve the 
Arctic base, such as the one at Thule, which, incidentally, is becoming 
a bit of a commercial operation in itself now that the Scandinavian 
Air Line is coming in there? It is small, but there are indications 
of various sorts that there are developments in that area which may 
well become commercial as time goes on with the development of the 
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activities in the Labrador area and with the railroads that are being 
built up there, and so on. 

Could it be that one of the berth line operators would be willing to 
serve that base up in Greenland which at this time is not a combat 
base? I assume that it requires a great deal of support. 

Mr. Roruscuiip. It is my belief, Mr. Drewry, that arrangements 
could be made either with existing berth line operators for strengthen- 
ing of their ships, or whatever else was indicated in the way of special 
treatment, so long as they had assurances that whatever improvements 
were made could be liquidated within the time the service would be 
needed. Beyond that, I am sure the people who are interested, and 
who have been advocating quite a substantial interest in the plan to 
build tankers and time charter them to the Navy, would be just as in- 
terested in building any other type of vessel which the Navy wanted 
providing also that a charter were available which would liquidate the 
cost of the vessel. 

Mr. Drewry. Would it not be the function of the Maritime Admin- 
istration to explore those possibilities and to work them out with the 
Department of Defense in order to have as much of our commerce, 
military or otherwise, carried in privately owned vessels ? 

Mr. Rornscuitp. We would be very happy to do so. You will re- 
call we do not yet have authority we need under the tanker bill, nor 
does the Navy, and we have thought that we had better get that au- 
thority before we proceed to dry cargo, or other specialized types of 
vessels. 

Mr. Drewry. Last year on the Senate side there was an inquiry as 
to the requirements of an active merchant marine as a mobilization 
base in time of war or national emergency, and the Defense Depart- 
ment presented evidence of an interest in the development of certain 
prototype vessels, prototype vessels of merchant type. They did not 
indicate they expected to develop those prototypes themselves, and as 

a matter of fact, the Merchant Marine Ket of 1936 seems to put that 
responsibility on the Maritime Administration. 

Are you at present working on the development of the prototypes 


mentioned by the military as being desirable for future mobilization 
use ¢ 


(See appendix, p. 481.) 

Mr. Roruscuitp. Only to the extent, Mr. Drewry, that our request 
for funds includes $1 million for experiments in cargo-handling gear, 
some of which would be specialized in nature. 

Mr. Drewry. Have you received any applications for assistance in 
the development of roll-on, roll-off type carriers for the domestic 
trade? 

Mr. Roruscuiip. We have, I believe, an application pending now 
for vessels designed to handle truck trailers in the coastwise trade. 

Mr. Drewry. Have there been any other applications within the 
past 2 years? 

Mr. Roruscuitp. There have been a lot of discussions. Whether or 


not they are applications, I do not know, but we can check and let 
you know. 


Mr. Drewry. I would appreciate it. 


(The following was later furnished for the record by Mr. Roths- 
child :) 
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UNITED STATES DEPARTMENT OF COMMERCE, 
MARITIME ADMINISTRATION, 
Washington 25, D. C., April 9, 1954. 
Hon. JoHn J. ALLEN, Jr., 
Chairman, Special Subcommittee To Consider Operations of Military Sea 
Transportation Service, Committee on Merchant Marine and Fisheries, 
House of Representatives, Washington 25, D. C. 

Dear Mr. ALLEN: During the course of my appearance before your subcom- 
mittee on March 31, Mr. Drewry asked me to supply for the record information 
concerning applications made to the Maritime Administration during the past 2 
years for aid in the construction or reconstruction of vessels. There is attached 
such a statement, which you will note goes a little beyond that which I was asked 
to supply, in that it covers a period of time commencing a little more than 3 years 
ago and lists all formal applications of this kind regardless of the type of vessel, 
whereas I believe Mr. Drewry’s question to have been pointed particularly toward 
special or unusual types. 

In addition to the applications covered in the attached statement, the Maritime 
Administration, in its capacity as a delegate agency, received from the Office of 
Defense Mobilization two applications for certificates of necessity involving accel- 
erated depreciation in connection with the proposed building of special type ships 
of these kinds. The Delaware-Alaska Steamship Co. applied for and received a 
certificate of necessity to construct three “railway transfer” ships at an estimated 
total cost of about $24 million, and also applied for a certificate of essentiality 
incident to a section 302 defense loan, which was approved by the Office of Defense 
Mobilization. It is understood that their loan application is now before the 
RFC for action. The Sword Line, Inc., has applied for a certificate of necessity 
incident to the prospective construction of 2 trainships at an estimated cost of 
$18 million, with respect to which action has not as yet been taken. 

I believe that some informal reference was also made to the McLean trucking 
interests as having possibly applied to this Administration for aid in connection 
with the proposed building of truck-trailer carrying ships. However, although 
representatives of this company have informally discussed certain aspects of the 
contemplated vessels and of the prospective coastwise operations involved, they 
have not made any definite application to this Administration for any type of aid 
in connection with the building of such vessels, nor have they put before us any 
formal representations in regard thereto. 

At one point during my testimony, Congressman Bonner suggested the desir- 
ability of developing information concerning the relative amounts of subsidy 
expenditures in the transportation field, with particular reference to the cost of 
maritime operating differential subsidies in comparison with similar subsidies 
paid American airlines operating domestic and foreign services. Upon checking 
into this matter a few days after the hearing I found that there had very recently 
been supplied Congressman Bonner by the Acting Deputy Maritime Administra- 
tor in my absence certain detailed information on this subject. A copy of this 
letter dated March 25 is enclosed, and I am sending a copy as well, with copy 
of this letter, to Mr. Bonner. I hope that the information we have given in this 
regard will be adequate for his purposes and those of the subcommittee, but if 
anything more is needed of us in this connection, I would appreciate your or Mr. 
Bonner letting me know and we shall certainly try to supply it. 

Sincerely yours, 
Louis 8S. ROTHSCHILD, 
Maritime Administrator. 
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MArcH 25, 1954. 
Hon. Hersert C. BoNNER, 
House of Representatives, Washington 25, D.C. 

Dear Mr. BGoNneR: In response to your telephonic request, there is attached a 
comparative statement indicating the estimated subsidies earned by subsidized 
ship operators (Maritime Administration) and subsidized air carriers (Civil 
Aeronautics Board). 

As you undoubtedly realize, computations of estimated subsidies earned and 
finally paid are based on complicated formulas and other complex factors. The 
items of operating costs and subsidized steamship operators eligible for subsidy 
are the wages and subsistence of officers and crews; voyage stores, supplies, and 
expendable equipment ; maintenance (upkeep) and repairs (not compensated by 
insurance) ; insurance and any other items of expense in which the Federal 
Maritime Board finds and determines that the operator is at a substantial dis- 
advantage in competition with foreign operators. The differentials in cost 
(weighted by the degree of competition offered by the respective foreign com- 
petitors) are expressed in the form of percentages indicating the excess of the 
United States cost over the foreign cost, and such percentages are known as 
operating-differential subsidy rates. The payment of subsidy is based upon the 
application of these rates to the eligible expenditures of these operators. The 
amount so determined is subject to recapture, in whole or in part, if during the 
contract period the operators made a profit in excess of 10 percent of the amount 
of capital necessarily employed in the business, 

The data supplied on the subsidized ship operators represents the estimated 
subsidy payable for the fiscal year involved, which was arrived at by determining 
the subsidy accrual less thesestimated recapture, and the figure supplied repre- 
sents the estimated subsidy payable. The data on subsidies earned by air 
carriers was obtained from the second annual supplement to the Civil Aeronautics 
Board’s report headed “Administrative Separation of Subsidy From Total Mail 
Payments to United States Air Carriers—September 1953 Revision.” 

It is hoped that this information will serve your purpose. Should you desire 
additional information concerning subsidies earned by subsidized ship operators, 
we shall be pleased to furnish it upon request. It is suggested that such addi- 
tional information as you may require on air-carrier subsidies may be obtained 
from the Civil Aeronautics Board. 

Sincerely yours, 
Tnos. BE. STaKeM, Jr., 
(For Louis 8S. Rothschild, Maritime Administrator). 


Comparative statement of estimated subsidy earned by subsidized ship operators 
(Maritime Administration) and subsidized air carriers (Civil Aeronautics 
Board) 

MARITIME ADMINISTRATION 


{In thousands of dollars] 


Fiscal years 
1951 1952 1953 1954 1955 


Subsidized ship operators: Operating- 
differential subsidies (subsidy payable) 45, 733 52, 147 62, 057 62, 288 62, 767 


CIVIL AERONAUTICS BOARD 


Subsidized air-carriers—air carrier groups: 





Domestic trunks. .-. jah | 18, 881 6, 283 4,210 | 3, 581 3, 566 
Local service. ... ae | 17, 057 18, 938 21, 952 | 23, 895 | 23, 841 
Helicopters. babe 2, 325 | 2, 563 
International, overseas, and Territorial_ 39, 263 45, 338 49, 546 50, 854 50, 282 

Total....... 4 . 75, 201 70, 559 75, 708 80, 655 | 80, 252 





Last year at the time the tanker bill was presented, there was indi- 
vated to be an urgent need for building new tankers, particularly from 
a defense standpoint, and of course that bill did not pass the Congress 
at that time. 
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However, I believe requests were made to both the Department of 
Commerce and the Department of Defense to take such steps as could 
be possible in view of that expressed urgent need to seek to acquire 
older vessels that at that time under the 12-year limitation could be 
traded in. 

Did you make any efforts along those lines ? 

Mr. Roruscuip. We did. We have had many conversations with 
the principal people who operate both on a company-owned fleet basis 
and on an independent tankship basis, and we have some evidence of 
interest from several of them. We have, I believe, two applications 
pending from two of the oil companies, and one from one of the inde- 
pendent operators, but you know we have no money as yet with which 
to go ahead with that. 

Mr. Drewry. Have you asked for the money ? 

Mr. Roruscuip. Yes, we have asked for the money. 

Mr. Drewry. Do you have any construction subsidy applications 
at the present time? 

Mr. Roruscuitp. Yes. We have an application from the McCor- 
mick Lines for 2 passenger vessels, and another from the Grace Lines 
for 2 passenger vessels. 

Mr. Drewry. What is the status of those applications? 

Mr. Roruscump. One of them is at the Navy for its approval. The 
other one has been approved by the Navy, and we have requested funds 
to cover both of them. 

Mr. Drewry. The entire cost? 

Mr. Roruscuitp. The Government’s share. 

Mr. Drewry. Would an application be considered if it depended 
upon the operator’s share being put up by the operator? Would the 
Government advance the operator’s share under the 1936 act? 

Mr. Roruscuip. It is not now the intention of the Department of 
Commerce to do so. 

Mr. Drewry. If an applicant meets all the requirements under the 
act for a construction subsidy, and in view of the fact the act provides 
for the Government financing initially the whole cost, and if the 
operator is either unwilling or unable to provide so-called private 
financing, do you feel that you have any power to turn him down if he 
has met every test of essentiality of the ship and needs of the service? 

Mr. Roruscuixp. I will answer your question in this way, if I may: 
We have not so far had applications from anyone who is not able to, in 
our judgment, furnish private financing for his share of the cost of 
the vessel. 

Mr. Drewry. I may have seemed to have been wandering a little 
bit from the subject, but the line of my thinking was that the 1936 
act is a dual purpose act, and there are a number of obligations on the 
Maritime Administration to do things to provide a merchant marine 
which will perform this dual purpose, and that the line of my ap- 
proach was to determine whether the administration was doing all 
that it could, and all it should within the law, to make it unnecessary 
for there to be the development of the MSTS fleet to any great degree. 

Mr. Rornscuip. That portion of the law in my recollection is per- 
missive rather than obligatory, is it not? 

Mr. Drewry. I am not just sure. 

Mr. Ray. Last week Admiral Denebrink said there were times when 
there was a conflict between the policies he was carrying out and the 
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policies of the Merchant Marine Act which contemplates promotion 
of the privately owned and operated merchant marine. 

Have you had any instances of that conflict? 

Mr. Rorusonitp, A great many less instances lately, Mr. Ray, than, 
I am told, were in evidence a couple of years ago. It is possible under 
either concept, I suppose—if you carry it to extreme limits—to com- 
pletely eliminate the other service so that would seem to offer some 
area Wherein there could be differences of opinion. 

Mr. Ray. Could you give us an instance? 

Mr. Roruscuitp. Well, you can read into the Merchant Marine 
Act of 1936—at least I am able to—the charge that every commercial 
vessel in the service of the Government shall be a matter for maritime 
discretion and operation, and then you can perhaps take the act under 
which the MSTS operates and give it a pretty wide berth too. 

So, to the extent those two pieces of legislation contradict one 
another, there is that area for conflict. 

Mr. Ray. Have you had instances of conflict in connection with 
particular shipments, or particular cargo treatments ¢ 

Mr. Roruscuivp. Not that I am aware of. Maybe Mr. McGuire 
knows. 

Mr. McGuire. I think perhaps, Mr. Ray, I may be able to answer 
in part your question. 

There are inevitably areas in which the policy is being carried out 
by the Military Sea Transportation Service that do come in conflict 
with our broad scale merchant marine policies as laid down by the 
Congress. For example, one of the outstanding annoyances, as it 
were, that comes to my mind in that connection and which has at 
times produced somewhat serious results, is with respect to the trans- 
portation of privately owned automobiles of military personnel and 
dependents, where, under the law as I understand it, the law requires 
such automobiles to move only in Government-owned vessels. 

That, in my judgment, has at times been responsible for the placing 
on berth the loading and movement of nucleus-fleet vessels where, if 
that requirement of law were not present, that nucleus-fleet vessel 
might not at that particular time operate and the balance of the cargo, 
other than private automobiles, would have gone on privately owned 
and operated American merchant ships. 

There is one other element of conflict today in which we, ourselves, 
are a party with the Military Sea Transportation Service, which is in 
conflict admittedly with the broad principles under which we are 
bound, and that is, we are, ourselves, today operating a certain number 
of Mariner type vessels for account of the Military Sea Transportation 
Service. In concert and cooperation with Admiral Denebrink, we 
are running those vessels only through their trial guarantee period— 
the builder’s guarantee period. Those periods run for 6 months from 
date of the delivery of the vessel. After weighing all the elements in- 
volved, and despite our very great disinclination to continue those 
ships in operation one day longer than is necessary, we have had to 
come to the belief that in the interest of the Government of the United 
States, in its broadest interests, we should, in coordination and co- 
operation with MSTS—and we have had the fullest measure of co- 
operation from them on this—run those vessels until the guarantee 
periods have expired. 
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There are many disabilities, mostly slight, that show up during 
those guarantee periods, but we have exper ienced during those periods 
at times some defects and disabilities which, if the guarantee periods 
had not been run, might have resulted in something exceedingly seri- 
ous in days to come, both from a military standpoint and a merchant 
marine standpoint. 

Those are merely a couple of things that come to my mind, Mr. Ray. 

Mr. Ray. Have you any studies that develop these points of con- 
flict in policy ¢ 

Mr. McGuire. Have we made any studies, Mr. Ray? 

Mr. Ray. Yes. 

Mr. McGutre. We have made no individual studies. We have 
lived with these conflicts of viewpoint, opinion, policy, and practice 
for some years now. 

We have, of course, expressed our opinion in regard to them over the 
years as well. 

Mr. Ray. That seems to be a part of the function of this committee. 
You ought to inquire into that. Should we ask you for a study, or how 
would we get at that ? 

Mr. McGuire. I would believe, Mr. Ray, that the question with 
respect to the first element of difference which I mentioned, that is to 
say, the movement of privately owned vehicles of military personnel 
and dependents in Government-owned vessels had better be addressed 
to the Department of Defense, or the Military Sea Transportation 
because it would seem to me that such corrective action as should be 
taken, if any should in that respect, would necessarily have to come 
from appropriate recommendations to the committees of Congress 
responsible for the appropriations of the military departments. 

Mr. Ray. How about the rest of it? 

Mr. McGuire. With respect to the second element that I mentioned, 
Mr. Ray, that is self-correcting; that is to say, time is taking care of 
that one, and it will come to an end. 

According to my best present estimate, about December of this 
year. The last Mariner should leave service unless, of course, the 
international situation has changed so drastically for the worse that 
Government-owned vessels of this type are still required to operate 
for the military account. 

Mr. Ray. Do you see any points of conflict in the number of pas- 
sengers that are carried in MSTS ships? I do not mean strictly 
militarily. 

Mr. McGume. In respect to passengers, Mr. Ray, I find less ground 
for criticism than in regard to cargo. 

Mr. Ray. What other points of conflict are there in regard to car- 

o, if any, than the ones that you have already mentioned ? 

Mr. McGuire. I will endeavor to answer your question, if I may, 
by reverting to what I believe is the basic element of conflict, or criti- 
cism that is present in this whole broad subject, and that is, inevitably 
stripped to its essentials, the problem comes down-to one of the 
maintenance and operation of a nucleus fleet by a military body. 

I personally have never disputed, nor have I heard any competent 
industry, or other source dispute, the validity of the nucleus fleet con- 
cept. I have heard many people dispute the size, composition, and 
utilization of that nucleus fleet. 
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I have believed, and do now believe, that there are many areas of 
operation wherein militarily controlled and operated vessels are used 
which could and should be served instead by privately owned and 
operated American merchant vessels. That is particularly notice- 
able, in my opinion, in the field of tanker transportation at the present 
time. 

Mr. Ray. Should we not ask you for the study that develops that 
side of the conflict ? 

Mr. McGourre. Mr. Ray, it would be my belief that a study made 
unilaterally, that is to say, a study made by us as one agency of the 
Government in respect to what is basically the operation of another 
agency of the Government, is not likely to be very productive. All 
we can state are Our own views and opinions on this subject, as I see 
it. 

Mr. Ray. I think we should have both sides, but I do not see how 
we can get it completely by asking for the opinion of just one side. 

Mr. McGuire. | quite agree. Is it possible the study could be con- 
ducted by neither, but by an independent group ? 

Mr. Ray. Whom would you suggest ¢ 

Do you mean to retain some outside firm, or is there some depart- 
ment of Government that could do that ? 

Mr. McGuire. Either by expansion of your own staff or the re- 
tention of outside people to do it. 

Mr. Ray. You mentioned the carriage of automobiles. 

Mr. McGuire. Yes. 

Mr. Ray. Must that be in Government-owned ships? 

Mr. McGuire. It is my understanding, Mr. Ray, that the provisions 
of law require movement in Government-owned vessels only. I am 
not certain as to the origin of the provision, but I believe it must have 
had its genesis in appropriation acts. 

Mr. Ray. What about the time-chartered ships ? 

Mr McGuire. I personally favor the charter, if I understand your 
question. 

Mr. Norsiap. Does the law allow carriage in chartered ships? 

Mr. McGuire. As I understand it, the vessel must be owned by the 
Government, and that would preclude privately owned ships time- 
chartered to the Government. 

Mr. AtieNn. Mr. Bonner. 

Mr. Bonner. Just what, if any, collaboration does the Maritime 
Administration carry on with the Military Sea Transportation Serv- 
ice to induce the full utilization of berth lines, if any ? 

Mr. Roruscutip. Well, Mr. Bonner, we are in constant communi- 
cation with the Military Sea Transportation Service on a variety of 
subjects, and at every opportunity we use what influence we have to 
suggest and, perhaps, be as firm as possible in our suggestions, that 
if there is berth line service available, or partially available, to the 
extent that it is available that it would be highly desirable and in the 
interests of maintaining an American merchant marine privately 
owned and operated for it to be used by the military. 

Mr. Bonner. Now, can you point out a specific instance of your 
collaboration ? 

Mr. Roruscutip, I am told that in cases where the Military Sea 
Transportation Service has requested additional vessels we have said 
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to them that if you will give us some indication as to the absolute 
necessity for those vessels, vessels from the reserve fleet, we will be 
happy to furnish them, but lacking that precise information 

Mr. Bonner. That is where they wanted you to break out ships from 
the reserve fleet ? 

Mr. Roruscuimp. Yes. 

Mr. Bonner. Will you tell this committee of some specific instance 
that has come to your attention where MSTS was hauling freight that 
could be best hauled, or more economically hauled to the advantage 
of the Government, in berth liners? 

Mr. Roruscuiip. I am not able to give you a specific instance. 

Mr. Bonner. Now, we must get down to facts here. Admiral Dene- 
brink comes in here and points out the fine, magnificent management 
and successful operation of MSTS. Then we come to you. So it is 
your responsibility to foster, protect, and promote the American mer- 
chant marine, so you must know of specific instances where the Mili- 
tary Sea Transportation Service has operated to the disadvantage of 
berth liners and subsidized ships, which the chairman has often 
pointed out is causing dual cost to the United States. You must know 
of specific cases if it is true at all. 

Mr. Roruscuttp. Well, my way of knowing that, it seems to me, 
would be pretty much secondhand from the berth line operators 
themselves. 

Mr. Bonner. Do you not have offices in the principal ports that 
know all about the movement of that cargo? 

Mr. Rotruscuitp. We have 3 offices, " in New York, 1 in New 
Orleans, and 1 in San Francisco. 

Mr. Bonner. We have heard about MSTS doing this, and we have 
got to get right down to the facts, where we can point out specific 
cases. 

Mr. MoGurre. Mr. Rothschild has suggested that I might be able 
to contribute a little toward answering your question, Mr. Bonner. 

Mr. Bonner. Go ahead; I am listening to you. If you know of 
some specific case we would be glad to know it; if not, it is not worth- 
while to beat around the bush. 

Mr. McGutre. If you wish a specific vessel I do not know of any. 

Mr. Bonner. You do not know of any? 

Mr. McGuire. There have been some cases we have dealt with 
orally 

Mr. Bonner. Do you know of any berth-line operator who is charter- 
ing ships to the Military Sea Transportation Service for operation 
in competition with their own subsidized lines? 

Mr. McGutre. I know it is done— 

Mr. Bonner. I am asking you if you know if it is going on now? 

Mr. McGouree. As of today I do not, sir. 

Mr. Bonner. You say now that there are no private-berth operators 
as of today who are operating chartered ships which are chartered to 
MSTS in competition with the subsidy that you. are paying these 
berth liners? 

Mr. McGuire. Not on their own route. There is, however, Mr. 
Bonner, at least one subsidized operator within my knowledge who has 
chartered certain vessels to the Military Sea Transportation Service 
for operation on routes other than those which are served by its own 
subsidized lines. 
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Mr. Bonner. Not in the general area of their subsidized lines ¢ 

Mr. McGutre. Not of that particular company ; no, sir. 

Mr. Bonner. What, if anything, can be done by the Maritime Ad- 
ministration to aid American-flag ships to secure a greater portion 
of the normal commerce ¢ 

Mr. Roruscuitp. Are you speaking in terms of military cargo, Mr. 
Bonner ¢ 

Mr. Bonner. It has been said here that American operators were 
only carrying about 28 percent of the normal commerce, exclusive 
of the military commerce. 

What, if anything, can be done to promote the carrying of a larger 
share of that commerce in American bottoms ¢ 

Mr. Roruscuiwp. It would seem to us that it would be highly de- 
sirable to have legislation which would clearly and effectively set forth 
the manner of utilization of these two fleets, and that is after all what 
we have. We havea privately operated fleet and the Government fleet, 
and we ought to have legislation in which their respective areas of 
utilization might be stated in terms that would not permit of any 
conflict in their interpretation. 

Mr. Bonner. I was speaking about not military freight, but com- 
mercial freight, industrial freight. 

Mr. Roruscuiip. And how can the American lines carry a larger 
share of our foreign-borne commerce? 

Mr. Bonner. What can you do, or what have you endeavored to 
do, to aid them in securing a larger share of the normal commerce, 
exclusive of the military ? 

Mr. Roruscuiip. We have done this. Where our trade route 
studies have indicated that vessels under the American flag are not 
carrying our interpretation of what the Congress meant by a sub- 
stantial share, we have endeavored to get existing lines to increase 
their service to an extent so that they would be able to furnish that 
service, and failing that, we have started to look with favor upon 
applications for subsidy from other people who were willing to fur- 
nish that service. 

We have interpreted that substantially to be 50 percent, and where 
a particular route is not now being covered to the extent that it is 
possible for American-flag operators to haul 50 percent of that freight, 
we have done as I have previously indicated. That is a pretty sub- 
stantial influence, by the way. 

Mr. Bonner. As compared to other subsidies in transportation, 
on a percentage basis, how does the Maritime subsidy stack up with 
the other passenger subsidies in cost ? 

Mr. Roruscuizp. I do not have the figures on that. 

Mr. Bonner. Well, we need them because you realize that over 
here on the floor of the House, and elsewhere, the subsidy paid to 
ship operators is daily criticized, and it is very seldom defended, 
and one has a hesitancy to defend it, as it does not seem that we can 
get facts enough to make a comparison. I would think the Maritime 
Administration would be interested in that. 

Mr. Roruscuitp. I would think those figures could, perhaps, be 
obtained from the Department of Commerce records. 

Mr. Bonner. I just think that your Board would be interested in 
that to defend yourselves with such material. 

Can you get a comparison someplace and put it in the record? 
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Mr. Roruscump. We will get some figures for you; yes, sir. 

(The matter referred to will be found on p. 107.) 

Mr. Auten. Mr. Garmatz. 

Mr. Garmatz. I have no questions. 

Mr. Auten. Mr. Drewry. 

Mr. Drewry. Mr. Rothschild, has the Maritime Administration 
developed any suggestion for amending the existing statutes to clear 
up the points of ‘conflict between the Merchant Marine Act, for 
instance, and the statutory authority under which the Department 
of Defense operate 4 

Mr. Roruscutp. We have not; no, sir. 

Mr. Drewry. I want to ask Mr. McGuire a question. 

Admiral Denebrink testified that in the first part of the fiscal year 
1953 there was a shortage of vessels available for time charter with 
the consequent requirement that there be a greater number of general 
agency vessels withdrawn from the Reserve ‘fleet. 

Can you give us any information as to the reason for that shortage 
of ships available for time charter at that particular time! 

Mr. McGuire. At the particular time to which Admiral Denebrink 
referred, which was early in the calendar year 1953, just about a year 
ago at this time, there was a very heavy upsurge in military cargo 
movement to the Japan-Korea area. The primary basis of that 
heavily increased movement was some 75,000 military vehicles, if I 
remember correctly. 

The number of privately owned and operated vessels at that time 
available was somewhat limited, due to the relatively healthy condi- 
tion of the commercial freight market particularly, and then the 
moderately heavy shipments of grain and, in some measure of coal. 

Mr. Drewry. When speaking of the commercial freight market you 
include within that the foreign-aid program? Coal, for instance, is 
not normally an export product in any quantity. 

Mr. McGuire. I was considering in it all elements making up the 
freight market in general, Mr. Drewry, which would include both the 
economic and military-aid cargo as well as the normal commercial 
shipments, as we consider them. 

Mr. Drewry. That was my point. There was some inference that 
the owners of vessels normally available for time charter were not 
cooperative, and I wondered whether the volume of activity in the 
commercial freight market included to any substantial degree the 
carriage of other Government-supported programs, such as the export 
of coal, grain, and military assistance. 

Mr. Roruscnitp. A very large part of the cargo carried in the so- 
called tramp fleet has been military and economic-aid car go. 

Mr. Drewry. Then, at that time, it was due to a very large demand 
on the part of Government policies that resulted in there not being 
enough ships to go around ? 

Mr. McGuire. If I may answer, Mr. Drewry, there was a very sub- 
stantial number of privately owned American flag vessels of the tramp 
type, particularly Liberty vessels, under time charter to the Military 
Sea Tr ansportation Service at that time. 

I do not have exact figures going back beyond about June of last 
year, but at that time the Military Sea Transportation Service had 
under time charter 158 American flag vessels. That number of ves- 
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sels is a very high percentage of the total available American nonliner 
fleet. 

Mr. Norstap. Do I understand that you have no cost comparisons 
between carriage by Military Sea Transportation Service and the 
private carriers, that you have made no studies of that? The state- 
ment has been made previously that the Military Sea Transportation 
Service could carry cargoes much cheaper than private operators. I 
am curious to know how many hidden costs enter into it. 

Mr. Roruscuitp. The only figures that I have seen are those to 
which I was exposed when I appeared on the same panel with Admiral 
Denebrink a few weeks ago. 

Mr. Norsxap. It is my understanding that they use 3 or 4 times as 
many crew members on an MSTS ship as are used on a private ship. 

Mr. MoGutre. They use substantially more, according to my 
information. 

In fairness to MSTS, I should like to say that that is not correct in 
respect of the merchant type vessels manned by civilian crews. 

The crew list that merchant type ships operate with, either civil 
service or union civilian crews, corresponds very well with that of 
private American operators, or with our own Maritime Administra- 
tion operated vessels. It is only in respect to the vessels which are 
manned by military personnel where that exists. 

Mr. Norstap. In the case of those vessels manned by military per- 
sonnel is the statement which I have heard that they use 3 or 4 times 
as many crew members as privately operated ships true? 

Mr. McGuire. That is correct. 

Mr. Norsiap. Particularly on tankers where the ratio is about 1 to 
1 in the case of private operations as against military. 

Mr. McGutre. That is correct. 

Mr. Norrxap. Is the differential due to the fact that the man in 
uniform receives so much less in wages? 

Mr. McGuire. I believe that the military concept of operating with 
military personnel is radically different from that of merchant ship 
operation with civilian personnel. 

1 believe all the maintenance work on the Naval craft, except such 
us must be done in a repair yard, is done by the crew of the vessel. 
‘There are many other matters in respect to watch standing and other 
elements of a straight military type of operation that would inevita- 
bly require greater numbers of personnel on those vessels. 

Mr. Norsiap. You do not know how much of the Military Sea 
‘ransportation Service operations are carried on by the uniformed 
personnel as against civil service or civilian personnel, do you? 

Mr. McGurre. Admiral Denebrink has given out those figures. It 
is a fairly modest percentage of the total, as I recall. 

Mr. Norsiap. I may say, for your information, that on Friday I 
was at White Sands Proving Ground on a military mission, and: was 
unable to be present to hear ‘Admiral Denebrink’s statement. If that 
information is in the record I will read it without taking up further 
time now. 

Mr. McGuire. I am sure it has been furnished to the committee in 
considerable detail, sir. 

Mr. Auten. Can you tell us if Admiral Denebrink’s presentation, 
which he made at the time to which you refer, is the one made from 
a great number of charts? 
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Mr. Rornscuiwp. It was made from some very beautiful charts 
which gave the information in some detail. 

Mr. Auten. They are probably the same charts he used when he 
appeared before this committee, then. 

I would like to know a little about “susceptible” cargo. I have heard 
that there is some cargo that is susceptible of carriage by the merchant 
marine, and that there is other cargo that is not. What is susceptible 
cargo ¢ 

Mr. Roruscuip. I do not know where the term came from, but I 
think it is the cargo which, in general, represents the basis of argument 
between the private operator and the military. 

There are certain cargoes which should, for security purposes, be 
handled by the military. I think everyone recognizes that, but .the 
cargo which might have been carried by private operators is that which 
is, as I understand it, susceptible cargo. 

Mr. Auten. I do not know whether Mr. McGuire’s experience goes 
back to World War II, but I think it does. I will ask him this ques- 
tion: Was there any cargo carried in World War II which was not only 
susceptible of carriage by the merchant fleet, or not actually carried 
by it? 

Mr. McGuire. I know of no such cargo, Mr. Allen. 

Mr. Auten. I am somewhat curious as to why MSTS developed 
as an organization after World War II. I think that is true, although 
the component parts of it as put together were in existence before the 
organization of MSTS. Can you tell us, Mr. McGuire, whether there 
was any failure of service by the merchant ships that gave rise to a 
better organized Military Sea Transportation Service? 

Mr. McGutre. Within my personal knowledge there was no de- 
ficiency on the part of the private merchant marine that had any bear- 
ing whatever on the formation of the Military Sea Transportation 
Service. 

Within my own very limited knowledge of the circumstances and 
the times which produced the Military Sea Transportation setup, it 
was one of the byproducts of military unification, and it was placed in 
the Department of the Navy by the highest level of military command. 
For what reason I personally do not know. 

The air transportation functions, on the other hand, the straight 
military air functions, were placed in the Department of the Army at 
about the same time under the Military Air Transport Service, and 
all functions in relation to transportation by sea, cargo and personnel, 
were placed in the Department of the Navy. 

All of the vessels formerly operated or controlled by the Army 
Transport Service were transferred to the Military Sea Transporta- 
tion Service. 

It is of interest to note that the Authority and function of the Mili- 
tary Sea Transportation Service actually commences only after the 
cargo is listed and stowed in the vessels or the passengers are aboard 
the vessel, and terminates when the cargo is picked up at the end of the 
ship’s tackle, or shore tackle at the port of destination, and when the 
passenger has left the gangway in the case of personnel transportation. 

In the case of tanker transportation my understanding is that the 
responsibility of the Military Sea Transportation Service begins at 
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the time the cargo is received within the ship’s hose for loading, and 
ends when it is pumped overside at port of destination. 

All other functions in relation to the transportation activity are 
within the authority, jurisdiction, and responsibility of the component 
shipper service. 

In respect of Army and Air Force transportation most of the re- 
sponsibilities, authorities, and obligations are centered in the Depart- 
ment of the Army. 

Mr. Atten. How does that compare with commercial practice! 

Mr. McGuire. In commercial practice, in respect to berth line 
oper ations, normal common-carrier operations, the responsibility of 
the carrier begins when he has given a receipt for the cargo on the 
dock, and it terminates when he has delivered the ¢ argo in good condi- 
tion at the point of destination, and it is controlled under the terms 
of the contract which is entered into with the shipper which, normally, 
isa common carrier bill of lading. 

Mr. Auten. I understand that from time to time the Military Sea 
Transportation Service takes ships out of the laid-up fleet. When 
that is done who has the right of final decision as to whether those 
ships are taken out for a need that is not serviced by either time- 
charter ships or by berth lines ? 

Mr. McGurre. The Maritime Administrator has the right and the 
obligation of final decision under that circumstance, sir. 

Mr. Auten. If a ship is taken out on time charter beyond its ulti- 
mate need and carries cargo that the berth lines might carry, whose 
misjudgment is involved in the length of the time charter, the Mari- 
time Administration, or the Military Sea Transportation Service! 

Mr. McGurre. That is a moot question, Mr. Chairman, but in my 
opinion, and I state that, since I speak in respect of many of these 
matters for myself and in the light of my own experience over the 
years, in my opinion the absolute responsibility must inevitably rest 
with the user cf the vessel, since no one in the MSTS can have that 
extensive and peculiar knowledge of the requirements for the use of 
that vessel that actuate or motivate him in keeping it in operation. 

We have, of course, on many occasions in the past in order to be of 
aid in our dealings with our colleagues in the Military Sea Transporta- 
tion Service given our own views. We have, in many instances, dis- 
cussed with them the matter of the need for continuance of a particular 
vessel or vessels. 

We have had a very good measure of cooperation from the com- 
mander of the Military ‘Sea Transportation Service and his staff in 
relation to this use of Government-owned Maritime Administration 
vessels, and I believe have kept it within very good bounds of control. 

Mr. Auten. Do you have information available at all times as to 
what services might be made to MSTS by private operators? 

Mr. McGuire. In general, we do. 

Mr. Auten. Going ‘back to the formation of the Military Sea Trans- 
portation Service once more, can you tell us if there is any function 
which is now performed by the Military Sea Transportation Service 
which was not performed by the Naval Transportation Service or the 
Army Transport Service before unification ? 

Mr. McGume. Splitting your question somewhat, Mr. Allen, I 
would say that in respect of the operation of tank vessels, such func- 
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tion was not at any time, prior to unification, performed by the Army 
Transportation Corps, with the possible exception that they might 
have operated, and might still operate, some small harbor-type craft 
for that purpose. 

They did not operate, within my memory, large oceangoing tankers. 

In respect to the converse, that is, the Naval Transportation Service, 
their operations, within my recollection, were quite limited in type, 
in the main, if not wholly, confined to the operation of vessels which 
were manned by military personnel and used basically for military 
purposes, apart from the tanker transportation I referred to. 

Mr. Auten. I may have asked this question partially before, but I 
will ask it again: 

Was there any failure to develop a substantial merchant marine, 
which might have been attributed to the old Maritime Commission, or 
any department on the commerce side, which caused the lack of a sufli- 
cient number of merchant-type ships to be in operation, privately 
owned or managed, that made it necessary for the Military Sea Trans- 
portation Service to be formed and possibly expanded in its operations, 
or to cause it to feel a greater need for a nucleus fleet than may have 
formerly been the case. 

Mr. Roruscuiip. That is also a possibility, sir. 

Mr. McGuire. I personally know of no such deficiencies or failures 
that contributed toward the present condition. I believe it to be a 
matter of choice by the military authorities in the light of factors and 
considerations which may, in some measure, not be known to us, or 
we may not have placed the same measure of importance or concern 
on them. 

Mr. ALLEN. Do you know whether or not they had the same con- 
cern or concept of a nucleus fleet before World War II that they have 
now ? 

Mr. McGuire. I have no personal knowledge of any degree with 
respect to the operations before World War II, but my dim recollec- 
tion is that the Army Transportation Corps prior to World War II 
had an exceedingly lrmited direct-to-vessel operation, which was con- 
fined, in the main, to a very small number of transport-type vessels 
which carried very modest amounts of cargo, and which were mainly 
used for maintaining service to military bases in respect to the trans- 
portation of personnel. 

Mr. Norsap. It is my recollection that the Army Transport Serv- 
ice prior to the war had regular shipments of personnel through the 
canal out to the west coast and also to the Hawaiian Islands, and 
possibly to the Phillipines. 

Mr. McGuire. That is correct. 

Mr. Norsiap. I know they had intercoastal passenger service. 

Mr. McGuire. That is quite correct, sir, Mr. Norblad. 

Mr. Auten. Mr. Rothschild, 1 think of 1 or 2 more questions. It 
seems to me that the course of these hearings will have to develop 
ultimately the relationship between the Military Sea Transporta- 
tion Service and the merchant fleet in order to come up with at least 
two answers: 

First, what is going to be the amount of merchant tonnage that 
should be available as an auxiliary ? ; 
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Second, if we can find out how big the Military Sea Transporta- 
tion Service is going to be, and what it needs in addition, then I sup- 
pose it is our function as a committee to endeavor to foster a merchant 
marine sufficiently large to be that auxiliary. 

Can you give us any help as to the number of vessels that are going 
to be required for military purposes ? 

Mr. Roruscuiip. The war plans, as I understand them, indicate that 

have a substantial shortage, on a national basis, of tanker-type 
vessels. We have a modest shortage in dry-cargo vessels, and a con- 
siderable shortage in passenger-type vessels. 

Mr. AuueNn. I have heard indications of that, but it seems to me that 
if the Merchant Marine Committee of the House is going to endeavor 
to support legislation which will have as its object having a merchant 
marine available sufficiently large to be an auxiliary of the military, 

have to know what it is, and what is to be expected of it. 

or far as I can find out we are pretty much in the dark on that. I 
suppose the information is classified, and so long as it is we will not 
do anything about it, but I still believe that the executive departments 
somewhere are in possession of information on which to act, and which 
we do not have. I do not know how you would get it, or whether or 
not it should be given to this committee, but it seems to me there is 

definite shortage of information upon which to take intelligent 
action. 

I would like to point out to the executive department that if they 
want anything done about it they better tell us something. 

The other question is somewhat similar, and it is this: In addition 
to trying to find out how many merchant-type vessels we ought to have 

for the military auxiliary we must have some appraisal of how many 
vessels we need for the carriage of the commerce of the Nation. Can 
you help us on that, Mr. Rothschild? 

Mr. Roruscump. That is a very, very difficult determination, Mr. 
Chairman, if fluctuations in the amounts of cargo to be handled con- 
tinue to be as violent as they have been in the postwar years. It is a 
very difficult matter to determine. If we were to have no crisis which 
would furnish any more cargo than we are presently expecting, then 
we would need a fleet of a certain size. If, however, the international 
situation changes rapidly, we would need an entirely different sized 
fleet. 

It seems to me, from my limited knowledge, that we might, there- 

have some concept which would run something like this: We 
presently think - terms of two fleets, the merchant fleet and the 
reserve fleet. The reserve fleet is in |: ayup status. 

It seems that we might think in terms of three fleets, an active fleet, 
a reserve fleet, and a ready-reserve fleet, not in layup status, but in 
active status, which could be broken out in a matter of hours or days, 
in order that the intermediate aa might be made available as demand 
warrants, either to the military or to pr ivate industry, depending on 
how the interest of the Nation saat be best served. 

Mr. Auuen. Are there any further questions? 

Mr. Norevap. Has there been coordination between yourselves and 
the military, or Defense Department, with reference to what will be 
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required as a merchant fleet in the event of mobilization for all-out 
war ¢ 

Mr. Roruscump. Yes, sir; there has been. 

Mr. Bonner. Mr. Chairman. 

Mr. Auten. Mr. Bonner. 

Mr. Bonner. Do you have any knowledge of, or any idea as to the 
reason why the Department of Defense desires to maintain and expand 
the Military Sea Transportation Service in all phases ? 

Mr. Roruscuiip. No, sir; we have no such precise knowledge. 

Mr. Bonner. You do not have any idea? 

Mr. Roruscuip. No, sir. 

Mr. Bonner. If it is really a fact that it is interfering with the 
normal operations of American subsidized commercial transportation 
and passenger carriage, you have no knowledge of why MSTS desires 
to maintain and expend its controlled fleet and chartered fleet? 

Mr. Roruscutip. No, sir; we have no knowledge on that score. 

Mr. Bonner. Well, is it true that the Military Sea Transportation 
Service is interfering with the privately owned and operated fleet ? 
Mr. Roruscutp. To the extent that any cargo is carried in Gov- 
ernment-owned and operated vessels, and, therefore, is not available 
to privately operated vessels, that constitutes an interference with the 

welfare of the private ship lines. 

Mr. Bonner. Then, does it bring on a dual cost to the Treasury that 
is not necessary ? 

Mr. Roruscuiip. It seems to me that if the Government is operating 
its own fleet and partially paying for the operation of a private fleet. 
that there must be some areas in which there is a duplication of 
expense. 

Mr. Bonner. Then, how would this committee go about trying to 
find out how to limit it? 

Mr. Roruscuitp. It seems to me that a very detailed cost examina- 
tion of the cost records and figures would have to be made, Mr. Bonner. 

Mr. Bonner. Who would make it? 

Mr. Roruscuiip. Well, as I have previously suggested to the chair- 
man, perhaps we could do it if we had the staff, or it might be done by 
the General Accounting Office. 

Mr. Bonner. Or would it be better to have it done by some private 
auditing firm, pay the cost of it, and have a nonpartial audit? 

Mr. Roruscuitp. That is also a possibility, sir. 

Mr. Bonner. Well, which would you recommend ? 

Mr. Roruscnitp, Any Government agency would have some ad 
vance experience, which might result in a study being made in less 
time by a Government agency than by an outsider, because an outside 
agency would have to come in and learn a certain amount about the 
background of these operations before it could start to work. On that 
basis I believe it would be best to have the study done by a Govern 
ment agency and I would think that, perhaps, the most unbiased study 
might come from the General Accounting Office. 

Mr. Bonner. That is all. 

Mr. Norsiap. I think possibly the answer to Mr, Bonner" S question 
as to why the military is increasing the Military Sea 'l'ransportation 
Service is found in a collateral field. I recall in a hearing before the 
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Armed Services Committee when Mr. James Forrestal was present at 
one time when we were taking testimony of the military about more 
fortifications, that he looked at the generals there and the committee 
and said, “Gentlemen, if you let these generals have their way they 
would fortify the moon.” 

Mr. Auten. Thank you very much, Mr. Rothschild, Mr. McGuire, 
and Mr. Upton. You have been very helpful. The committee will 
recess until Wednesday next at 10 a. m. when it will hear Secretary 
Weeks. 

(Thereupon, at 11:46 a. m., the subcommittee recessed until 
Wednesday, April 7, 1954, at 10 a. m.) 
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Hovusr or REPRESENTATIVES, 
SpPECIAL SUBCOMMITTEE To CoNSIDER OPERATIONS OF 
Minirary Sra TRANSPORTATION SERVICE OF THE 
ComM™MITTEE ON MercHant Marine AND FISHERIES, 
Washington, D. C. 
The special subcommittee met, pursuant to call, in room 219, Old 
House Office Building, at 10:05 a. m., Hon. John J. Allen, Jr., chair- 
man of the special subcommittee, presiding. 
Present : Representatives John J. Allen, Jr., Walter Norblad, John 
H. Ray, Edward A. Garmatz, and John F. Shelley. 
Also present : John M. Drewry, counsel. 
Mr. ALLEN. The subcommittee will come to order and will continue 
ts hearings on the investigations of the Military Sea Transportation 
Service in its relation to the operation of the merchant marine. 
We are rather honored today with the presence of the Secretary of 
Commerce. We are glad to hear from you, Mr. Secretary. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COM- 
MERCE, ACCOMPANIED BY LOUIS S. ROTHSCHILD, MARITIME 
ADMINISTRATOR—Resumed 


Secretary Weeks. Mr. Chairman and gentleman, I am very happy 
to appear and to have an opportunity to comment on the basic purpose 
of this committee’s hearings, which is to study, as I understand it, the 
effect of the MSTS operation on the development and maintenance of 
the privately owned and operated merchant marine. 

I would like to comment briefly on some questions of policy and on 
the manner of the cooperation that I believe exists between the MSTS 
and the Maritime Service, and in a general way on the possible need 
for legislation. 

I think you have heard already from Admiral Denebrink and from 
Admiral Carney, and Mr, Rothschild. 

Mr. Atien. Only from Admiral Denebrink—not Admiral Carney. 

Secretary Weeks. Then I will correct myself to that extent. I 
understand Admiral Carney had filed a statement or made one. 

Mr. Rothschild somewhat started in by restating the basic congres- 
sional policy toward the merchant marine, which I think can be stated 
by saying that you, the Congress, have ordered a merchant marine 
capable of carrying domestic tonnage, a substantial portion of foreign 
tonnage, and to serve as a defense auxiliary. 
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Somewhat later the Congress in connection with the cargoes carried 
by the Foreign Operations Administration, or under their program, 
provided that 50 percent of the cargoes be carried in American-flag 
vessels, 

So far as we are aware, and I am sure we would be aware if there 
was any possible controversy, no fundamental controversy exists in 
any quarter with respect to merchant marine policy; and no dispute 
has been called to our attention with respect to the basic principles 
which govern the MSTS operation. Nevertheless it would appear to 
be in the area of administering these respective policies and principles 
that possible—and I emphasize the word possible—conflict of interest, 
and duplication of effort, and misconception of function may arise, as 
is sometimes the case where several agencies of Government work in 
related fields of activity. I must say, however, that the Maritime 
Administrator, Mr. Rothschild, and Admiral Dennebrink, in charge 
of MSTS, have worked, so far as I know—and I am sure I do know— 
exceedingly well together, with every evidence of cooperation. 

As one or two additional items of evidence of the cooperation that 
exists between these two agencies, we have been working very closely 
with the Department of the Navy and the MSTS in connection with 
the proposed tanker program which involves the construction of new 
tankers by private industry on the basis of long-term charters with 
the MSTS. Also there was, as you know, an agreement made some- 
time after the inauguration of the Korean war, involving the area of 
operation as between the Maritime Service and the MSTS. The 
change in the conditions which has ensued since the time of the accept- 
ance of this agreement suggests the present need for review and re- 
examination of vessel utilization by MSTS from the several categories 
of Government or privately owned vessels available for this purpose. 

I would parenthetically suggest that it always is true, in my judg- 
ment, that these agreements and understandings be reviewed more fre- 
quently. I think we have a tendency in Government to pass a law 
and make an agreement, and then not review it often enough. Con- 
ditions change pretty rapidly, particularly in some fields. 

In Maritime we are continually urging—and we think that is our 
function—more private operation for operation in the carrying of 
cargoes by private enterprise. The Department of Commerce Inland 
Waterways Corporation is evidence of our desire to take the Govern- 
ment out of business which private enterprise could do better than 
the Government. The results so far in the operation of the Inland 
Waterways Corporation confirm our judgment. The corporation in 
private hands is doing very well and paying taxes, I think, which it 
has not done before. 

We have also made some progress in the development of more 
participation in private financing with the construction of shipping. 
The Government will not have to participate hereafter to the same 
extent it has, and inthe same manner. This whole approach, it seems 
to me, is consistent with the policy inherent in various acts of Con- 
gress which restrict the use or charter of Government-owned vessels 
when privately owned vessels are available at reasonable terms and 
conditions. 

A recent sample of this policy is in Public Law 591 of the 81st 
Congress, which amended the Ship Sales Act of 1936 by terminating 
the authority to sell Government warbuilt tonnage, and restricted its 
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use or charter. In time of war there are no problems as far as cargoes 
are concerned. ‘There are plenty of cargoes. However, conditions 
today are different and we think it is appropriate that the Congress 
take a look at the picture and clarify it and decide definitely what 
they want the MSTS to do, and what they want the American mer- 
chant marine to do. 

I may say again parenthetically that in this suggestion, and in any 
item that I mention in my discussion, I do not want it even vaguely 
understood that we are not for a MSTS operation. We believe that 
MSTS has a very definite place in the sun. But there is always in 
these Government operations a chance for duplication in the respec- 
tive functions of the different agencies, and we seek to avoid dupli- 
cation and thereby avoid unnecessary expense. 

It always seems to me to be in order for the Congress to have a 
look at it from that point of view. 

I may say also that we have no definite information about the 
MSTS operation. Therefore, I certainly do not intend to comment, 
and I am not competent to comment. We do not have enough infor- 
mation about what they do to enable us to judge. We are studying 
the needs and problems of the American merchant marine continu- 
ally. We feel that the reserve fleet has vessels enough, but we are 
approaching block obsolescence. We think shortly we will have 
before the Congress a suggestion for some experimental revamping 
of a few of the ships in the reserve fleet. If this is done, and done 
successfully, it may prove to be a valuable pattern for the future 
with respect to the reserve fleet. 

I fear that I have probably no ready answer to the question of 
the committee as to a possible solution of the problem, which I 
understand you are seeking an answer to, as to the effect of MSTS 
operation upon the American merchant marine. The problem, of 
course, today is intensified by the seriously depressed condition of 
our ocean-shipping market. Many of the companies are in serious 
financial difficulty. Some contempl: ite the alternative of laying up 
their vessels or bankruptcy. 

American-flag vessels caught between the high cost of operation 
and the increased foreign-flag competition are being laid up in ever- 
increasing numbers as cargo offeri ings decline from “day to day, since 
the termination of the Korean e mergency. 

I think the Maritime Administrator, who is with me, will confirm 
that pressure mounts increasingly upon him to exercise his authority 
to permit foreign transfer of dry cargo and tanker vessels in order 
to enable operators to meet foreign competition and to withstand 
the adverse effects of present-day shipping conditions. Each year you 
in the Congress are spending a good many millions of dollars. You 
are operating subsidies. That particular picture is certainly inter- 
esting and indicative of the trend in fiscal 1952 and 1953. 

There was an expenditure of $20 million for operating subsidies. 
We expect that we will spend approxim: ately $85 million a year in 
fiscal 1954 and 1955. That is $170 million in those 2 fiscal years, 
compared to $40 million in fiscal 1952 and 1953. 

This is largely due to the fact that there were a lot of old bills 
running in some cases back to 1947, which had not been paid and 
which we have been trying to catch up on, and we will catch up on 





130 MILITARY SEA TRANSPORTATION SERVICE 


them if we have the money. Of course, the bills are there and have 
to be paid. If we have the money we will be up to date on the bills, 
will we not, Mr. Rothschild ? 

Mr. Roruscuip. Pretty soon. 

“ys retary Weeks. We are getting that way pretty fast. 

make the point simply to demonstrate that in the field of opera- 

tion the Government is spending a substantial sum of money to keep 
the American flag on the high seas in the merchant marine. In addi- 
tion, of course, you understand we enter into the construction of ships 
and have additionally the maintenance of the reserve fleet of approxi- 
mately 2,100. 


I think I may point out with some figures I have here, which T am 
sorry are not available for 1953 yet, but which indicate the trend. 

In 1951, 167 millon tons were carried in and out of this country on 
ocean shipping. Foreign flags carried 97 million tons. The American 
flag carried 70 million. 

In 1952 this ratio had changed as in accordance with these figures 
foreign flags carried 105 million, and the American flags carried 56 
million. There is an increase of 8 million tons in foreign flags and a 
drop of 14 million in the American flag. 

I think I have nothing further to say, Mr. Chairman, except that I 
have a prepared statement here from which I have commented and 
read, that I would like the privilege of having inserted in the record. 

Mr. ALLEN. Without objection, the statement may be inserted in 
the record at this point. 

(The statement is as follows:) 


STATEMENT OF Hon. SINCLAIR WEEKS, SECRETARY OF COMMERCE 


I appreciate this opportunity to review with you the problem which the special 
subcommittee is investigating concerning the effect of Military Sea Transporta- 
tion Service operation upon the development and maintenance of a privately 
owned and operated American merchant marine. Part of this problem relates, 
of course, to the requirements of an American merchant marine sufficient 
to carry the domestic and foreign waterborne commerce of the United States 
and capable of serving as a naval and military auxiliary in time of war or 
national emergency. 

My comments will be brief and shall be confined to the questions of policy 
which may be involved, the manner in which the Departments of Defense and 
Commerce haye worked together in this area of private and Government opera- 
tion and the possible necessity for remedial legislation to enable a more effec- 
tive administration of the policies involved. 

The subcommittee has already been favored with the views of Vice Adm. 
Francis C. Denebrink, commander, Military Sea Transportation Service, and his 
comprehensive study of the scope of his organization and the nature and extent 
of its operations. The committee has also had filed with it a statement of policy 
of Adm. Robert E. Carney, Chief of Naval Operations, which sets forth in clear 
and unequivocal terms the basic policies which govern MSTS operation for the 
control, operation and administration of ocean transportation of cargo and per- 
sonnel for the national military establishment. On March 81, the Maritime 
Administrator, Louis 8S. Rothschild, appeared before your subcommittee and set 
forth the policies of the United States consistently declared and reiterated by 
the Congress that the United States shall foster the development and encourage 
the maintenance of a privately owned and operated American merchant marine. 
This fundamental policy announced and reaffirmed in the shipping acts and 
merchant marine laws of the United States is that the United States shall have 
a merchant marine owned and operated under United States flag by citizens 
of the United States, composed of the best equipped, safest and most suitable 
types of vessels, constructed in the United States, sufficient to carry its domestic 
waterborne commerce and a substantial portion of the foreign waterborne 
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commerce of the United States, and capable of serving as a naval and military 
auxiliary in time of war or national emergency. 

Congress in its enactment of legislation bearing upon foreign economic and 
military aid has provided that the American merchant marine is entitled to 
specified priorities with respect to the transportation of American export cargoes 
For example, the Mutual Defense Assistance Act of 1949 expressly provides that 
not less than 50 percent of the cargoes transported under the provisions of that 
act shall be carried in American-flag merchant marine vessels. Congress has 
on repeated occasions investigated and reviewed proposals to modify this enact 
ment and problems which have arisen in connection with its administration. Its 
consistent approach toward these problems indicates clearly congressional ratifi- 
cation of fundamental merchant marine policy and an underlying purpose calling 
for the cooperation of interested agencies of the Government in administering this 
policy. 

So far as we are aware, no fundamental controversy exists in any quarter with 
respect to merchant marine policy. Nor has any dispute been called to our at- 
tention with respect to the basic principles which govern MSTS operation. Never- 
theless, it would appear to be in the area of administering these respective policies 
and principles that possible conflict of interest, duplication of effort, and mis- 
conception of function may arise, as is sometimes the case where several agencies 
of the Government work in related fields of activity. In this respect, the Mari- 
time Administrator assured you the other day that the Maritime Administration 
under his direction and MSTS have worked consciously together toward attain- 
ing the kind of cooperation necessary to avoid possibility of conflict and dis- 
agreement, 

As you know, the Department of the Navy and MSTS are sponsoring legislation 
supported by the Department of Commerce and Maritime Administration designed 
to encourage new tanker construction by private industry on the basis of the 
inducement of long-term charters with MSTS. This proposal is part of a co 
ordinated program for trade-in and new construction which will materially assist 
in the withdrawal of Government-owned tonnage from present operation and 
enable private industry to provide necessary tanker services for MSTS require- 
ments. Another constructive illustration of the cooperative efforts of our two 
departments is the shipping policy agreement entered into shortly after the advent 
of the Korean emergency. This is a statement of agreed policy which defines 
the respective responsibilities of the 2 shipping agencies. The change in con 
ditions which has ensued since the time of its acceptance suggests present need 
for review and reexamination of vessel utilization by MSTS from the several 
categories of Government or privately owned vessels available for this purpose. 

The Department’s approach to the development and maintenance of a strong 
American merchant marine is motivated in substantial measure by the principle 
that the Government should, to the extent feasible under particular circumstances, 
withdraw from steamship ownership or operation. As you probably know, the 
Department recently disposed of the Government’s financial interest in the In 
land Waterways Corporation. The Department has also actively sponsored pro- 
grams premised upon greater private participation in vessel construction and 
private financing of shipping. 

This approach is consistent with the policy inherent in various acts of Con- 
gress which restrict the use or charter of Government-owned vessels when pri- 
vately owned vessels are available at reasonable terms and conditions. A 
recent example of this policy is Public Law 591, 8ist Congress, which amended 
the Ship Sales Act of 1946 by terminating authority to sell Government war-built 
tonnage and restricted its use or charter. 

As already indicated, no difficulty arises in time of war or emergency in 
respect of working out a coordinated program of Government-private operation. 
It is in peacetime when shipping conditions, both commercial and military, 
fluctuate so frequently and drastically that care is necessary in order to syncbro- 
nize the efforts of the Government and private industry. At such time the prob- 
lem becomes acute. Reduced to its essentials, the problem primarily consists 
of defining the size, composition, and use of the nucleus fleet which MSTS con- 
siders necessary on a minimum basis to meet essential military requirements 
for overseas transportation of cargo and personnel, as well as the size of the 
privately owned and operated American merchant marine considered necessary 
in the interests of national defense and economy. 

Inherent difficulty exists in attempting to delineate the size of any such fleet 
which necessarily will vary as the times, conditions, and other essential factors 
vary. The Department is not in possession of information with respect to the 
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size and type of the nucleus fleet which MSTS considers must be operated on 
a permanent basis. We are, therefore, unable to determine to what extent the 
operation of such a fleet constitutes duplication. The Department proposes in 
the near future to supply the subcommittee with information concerning the needs 
and problems of the American merchant marine. This subject is presently under 
active study by the Under Secretary of Commerce for Transportation. Pending 
completion of the report, it should suffice to say that under present conditions, 
our active merchant fleet, from the standpoint of number of vessels and dead- 
weight tonnage, is more than sufficient to meet the requirements of our domestic 
and foreign commerce. The quality of the fleet, however, is considerably below 
standard, facing as it does block obsolescence in the not-too-distance future. 
Weighed in terms of a war or national emergency, the fleet is grossly inadequate 
in both respects. 

I fear that I have no ready answer to offer the committee as a possible solu- 
tion of the immediate problem of the effect of MSTS operation upon the American 
merchant marine, which is of such great concern to both the legislative and 
executive branches of our Government as well as to the shipping industry. The 
problem is intensified by the seriously depressed condition of our ocean-shipping 
market. Many of our steamship companies are having real financial trouble. 
Some contemplate the alternative of laying up their vessels or bankruptcy. 
American-flag vessels caught between high cost of operation and increased for- 
eign-flag competition are being laid up in ever-increasing numbers as cargo offer- 
ings decline from day to day since termination of the Korean emergency. Pressure 
mounts increasingly upon the Maritime Administrator to exercise his authority 
to permit foreign transfer of dry cargo and tanker vessels in order to enable 
operators to meet foreign competition and withstand the adverse effects of pres- 
ent-day shipping conditions. Each year Congress appropriates millions of dol- 
lars by way of subsidy to maintain a sound American merchant marine on our 
essential foreign trade routes. 

As the facts are made known to the subcommittee, I am convinced that practical 
answers will be developed whihe will resolve our common problem. If it is 
concluded that remedial legislation is required which defines the respective areas 
of activity of Government and industry, I have only this word of caution—flexi- 
bility of control in these areas is a prerequisite, and rigid or arbitrary standards 
would no doubt be detrimental to the conduct of military activities and to 
related national programs requiring transportation. 

Mr. Atten. Thank you very much, Mr. Secretary 

Mr. Ray, do you have any questions? 

Mr. Ray. Mr. See retary, as I understand what you have said, you 
were not proposing any ‘specific changes in the statement of policy 
regarding the merchant marine. which is now in the statutes? 

Secretary Weeks. No. We are not proposing any specific change in 
policy. I have tried to suggest that conditions change so radically 
and so fast that it is always well to sit down and take a look at what 
you have got and see whether it is what you want to continue. 

Here, of course, we are carrying cargoes overseas, and there is this 
situation that exists always, while it does exist in various areas of the 
Government, where several agencies operate more or less in the same 
field. Everything is a question of degree and it is just a question 
of what the Congress wants to have in the light of their expressed 
desire to have an American merchant marine, and in the light of the 
cost of the American merchant marine, and in the light of the absolute 
necessity, in my judgment, of having an MSTS, and in the light of 
the cost of the MSTS, and where you want to bring those two opera- 
tions together, that is, where one starts and the other stops. 

I think on the whole setup it would be well to spell it out as well 
as you can spell these things out. 

Mr. Ray. Should that be done by agreement between the depart- 
ments, or should it be done by a study looking toward legislation? 

Secretary Werks. Well, my judgment is it should be done by agree- 
ment between the departments. That is the logical way. The depart- 
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ments that are operating, we will say, in more or less the same field, 
should get together and study the picture and decide what they think 
ought to be done. If there is a nec essity for legislation then, through 
the Bureau of the Budget, they would ask for legislation. 

But I might also add that I think it is one of the great features of 
our whole system of government—the continued and ‘continual super- 
vision of Congress in the operation of the executive branch. The rep- 
resentatives of the people sit here and they ought continually to be 
keeping up to date on what these problems are. 

Mr. Ray. Do you have in mind the modification or a study with 
respect to the need for the modification of that 1951 agreement ? 

Secretary Weeks. That agreement was entered into in the midst of 
armed conflict. I am not quite clear, but I will ask Mr. Rothschild on 
that. I am not quite clear as to whether it has been specifically re- 
viewed and gone over as between your two agencies. It it has not, it 
seems to me in the light of present-day conditions it would be very 
well to review it. 

Can you comment on that, Mr. Rothschild ? 

Mr. Roruscuitp. The agreement to which you refer, Mr. Ray, is 
still in force and has had no formal modification. It provides for 
the utilization of ships in a specified order and, as the Secretary has 
indicated, it was developed at a time of stress. It needs perhaps 
another look to see whether or not the designations fit today’s 
problem. 

Mr. Ray. What we have been trying to get in these hearings is a 
statement from your organization as to what are the points you 
would raise in connection with a study of that. 

Mr. Roruscuitp. The general order of utilization seems to us to be 
a fair one. The question, of course, is in its administration. We do 
not have enough of the precise information available to us to know 
exactly how and when and in which manner ships have been utilized. 

Mr. Ray. Has the question been taken up with the other depart- 
ments? 

Mr. Roruscuitp. Informally. Yes, sir. And we have at one time 
recently requested, 1 would say within the last year, a review of this 
agreement; but that review has not yet been accomplished. 

Mr. Ray. Has it been started ? 

Mr. Roruscuirp. No, sir. It has not been started. 

Mr. Ray. I have nothing more at this time, Mr. Chairman. 

Mr. Auten. Mr. Garmatz. 

Mr. Garmatrz. No questions. 

Mr. Auten. Mr. Norblad. 

Mr. Norsaty. No questions. 

Mr. Aten. Mr. Shelley. 

Mr. Suetiey. I would like to ask the Secretary a couple of questions, 
Mr. Chairman. 

Mr. Secretary, you mentioned that you are continually urging 
more private operation. What increase in private operation of the 
merchant marine has taken place in recent years other than the one 
situation with respect to the Inland Waterways operation that you 
mentioned ? 

Secretary Werxs. Well, specifically in the ocean-cargo-carrying 
field, I do not know that anything akin to the transfer of the inland 

yaterway to private operation has occurred. What I meant by that 
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statement was that we like to see as much cargo, or that portion of 
the cargo that is being carried—we like to have as high a proportion 
of it carried by the private operators a Ss possib le. That is what I 
mean by suggesting wherever ore in time of peace in order that 
the merchant marine cost to the Government may be as low as possible, 
that is, the operating cost, we would like to have them get all of the 
cargoes that are available and that it is possible to have them carry. 

In the field of the construction of ships we have made some sub- 
stantial progress, I think, toward having the private operators par- 
ticipate to a greater extent. Formerly the Government put up 100 
percent of the cost of a new ship and the operator paid the Govern- 
ment back its share of the cost over a period of years. Today under 
new arrangements made, the Government will put up its share, 
whether that be 40 percent or 5O percent. The other 50 or 60 percent, 
which is the operator’s share of the cost, would be handled by a pay- 
ment of 25 percent of it in cash, or at least 25 percent in cash, and 
the operator would take a mortgage for the balance. 

In the legislation passed at the last session of Congress the Gov 
ernment would guarantee 90 pe reent of that mortgage. 

Mr. Sueriey. Has there been any building under that law? 

Secretary Weeks. There has not been vet. 

Mr. Suetiey. To what do ae attribute that? That has been in 
e parry now for approximately 1 year. Have there been any appli- 

-— lons to make use of it? 

cretary Wrexs. We have applications today, and we rather ex- 
pect bef ore long we will have an amended request, that is, an amended 
budget request, which would involve the construction of some private 
shipping under this new arrangement. 

Mr. Sueittey. May I ask you or Mr. Rothschild, either one who 
wants to answer this, if you think at - point that that law has been 
effective, or does it need another look by us and by Commerce and 
Maritime to see whether there is something more that can be done 
to encourage private building? 

Secretary Weeks. You mean the J0-percent law ? 

Mr. Suetiey. The one we passed last year. Yes. 

Secretary We! KS, My own judgment is that was adopted really by 
agreement with the operators, and I think ship construction will go 
forward as fast under the new arrangement as it did under the old. 
It has not gotten into operation vet because we canceled out last vear 
any construction, although I say I hope to have some this year before 
we get through with it. 

Do you want to comment, Mr. Rothschild ? 

Mr. Roruscnitp. Yes. There are two provisions in the existing 
legislation we shall probably ask you to take another look at. The 
one that specifies that the interest rate at which any loan is made 
shall be substantially less than it would have been had the loan not 
been guaranteed. is proving to be a stumbling block in the participa- 
tion of private financing conditions, because no one is quite able to 
determine just what standards could be set under such language. 
We shall probably ask, therefore, that that feature be eliminated, and 
that there be substi tuted therefor a more workable arrangement. so 
far as the interest rate is concerned. 

Besides that, many of the private financial institutions to whom 
we have talked and to whom the shipping operatiors have talked 
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would a much happier to have the guarantee extend to 100 percent 
of the mortgage rather than to 90 percent, because in the loaning of 
their money the y naturally want to find the best investment for their 
companies which they represent; and other Government-guaranteed 
mortgages are guarantee «l on a 100-percent basis. So we shall prob 
ably ask for a modification of that from 90 perce nt to 100 percent. 

If those two features were removed we feel, Mr. She bet ei » would 
be nothing in the way of providing a maximum encouragement for 
shipbuilders. 

Mr. Suruiey. In reference to the comment that the Secretary made 
that last year you canceled out the existing amounts that stood in the 
books as existing « bli Vi ations of Government contributions toward the 
construction contracts between the Government and some companies, 
what was the background of that, or the reason for it? As I recall 


it, that was on vessels to be built by Grace and Moore Ma ‘Cormack. 


Mr. Roruscump. Yes 

Secretary Werks. Primarily budget considerations. 

Mr. Suetiey. But they were existing obligations under the law as 
it stood, were they not ¢ 

Mr. Roruscuitp. The obligation was there for the lines to replace 
their vessels, but plans were not firm enough at the time to require 
the money in the last fiseal year. since then they have firmed up, and 

the Secretary indicated, we shall probably be asking for money with 
which to go ahead with that program. 

Secretary Werks. As I said, it was primarily budget considera 
tions, and the plans we evolved early in the year—in February and 
March—whereby we thought this new private financing arrangement 
might make the demand upon the Treasury a little less when we did 
get ready to go ahead—those two considerations were foremost in the 
actions taken. 

Mr. Suetiey. Would you agree, Mr. Secretary and Mr. Rothschild, 
with the opinion that a great many hold that that action actually 
deterred any construction program for at least an additional year ? 

secretary WEEKS. Well, insofar as the ships involved are concerned, 
it deterred them fora year. Yes 

Mr. Surtiry. On the bookkeeping procedure or the amounts paid, 

} 


you mentioned there was $20 million on the operating subsidy paid i1 
1952 and 1953. and $85 million in 1954 and 1955. Did that change 1n 
tne method of payment come from a change in your accounting method 
wher by the old method of having it ride for 10) years, ior the life of 
th contr: t, where it was balanced off, and then have a final settle 


ment, wa ibandoned to the annual pay! nent basis 4 
Secretary Wrrks. I will have to ask Mr. Rothschild to comment on 
the details of it. We found that the Maritime Administration just 


had a lot of old unpaid bills on hand, some of whi h perhaps had not 


bee figured down: most of which were 1 aay ee that but the 
Government had not provided the money suiticlennt thoy t em. Some 


of them, as I say, went back 6 years. 

Do you want to enlarge on that as far as details are concerned, Mr. 
Rothschild ? 

Mr. Roruscuitp. Mr. Shelley and gentlemen, the difference in the 
number between $20 million and $85 million is made up of se ce 
factors. The Secret: ur'y pointed out to you a good part of was 
attributable to the fact that the bills si np rly were not paid, "They 
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were ready for payment but were not paid, and the funds were not 
asked for to cover the amounts of money which were owed. 

Beyond that, rates had not been established by the Federal Maritime 
Board in a sufficient number to be able to pay some of the bills. 

Beyond that, new lines had been added to the subsidized picture. 
In addition to that, we have been faced with a constantly rising market 
for wages and for materials, and supplies and various things which 
are subsidized. ‘Those items principally go to make up the difference 
between the $20 million and the $85 million, 

Our current year’s program in round numbers will, if they get the 
money, amount to subsidy payments for the current year of about $60 
million and a pickup of prior years of about $25 million. 

Secretary Weeks. We put in fiscal 1954 for $75 million and it was 
cut to $65 million by the Bureau of the Budget, and the Congress 
passed $20 million. Within a month before you adjourned on the 
first of August, we asked for $35 million more supplementally, and we 
got it. 

We now have a supplemental in 1954 of $29,500,000, and the bill is 
waiting for the money. 

Mr. Suetiey. We are paying off $85 million to carry out the intent 
and purposes of the Merchant Marine Act of 1936, and to be in keep- 
ing with the declaration of policy to sustain and develop and promote 
an American merchant marine. Is it good business and sound prac- 
tice for us to be putting that into sustaining an American merchant 
marine, and at the same time putting God knows how much money— 
because we have never had from anybody an accurate accounting of 
what it is costing—to operate the MSTS, whose cargo vessels are 
carrying cargo that could be carried by the private lines we are sub- 
sidizing, and other nonsubsidized lines; and whose passenger vessels 
we are subsidizing could carry some of the civilian personnel of the 
Government? It seems to me somewhere we have to make up our 
minds as a Nation and as a Congress, certainly, that either we are 
going to subsidize the merchant marine and spend that amount of 
money, or we are going to say that we are not going to do this and let 
the Navy operate cargo- and passenger-carrying vessels, or vice versa, 
except in time of war. 

Do you agree with the thing this committee is trying to find out, 
Mr. Secretary ? 

Secretary Weexs. I think that is one of the problems you face. 
There is undoubtedly duplication. But we are not in a position to 
know or to analyze it. We know what it is costing to run the mer- 
chi ant marine. We are in no way competent to decide or authorized 
to decide what the MSTS should do and how far it should go. 

Generally speaking, there is an area of duplication and I would 
think the Congress would take a good look at it and decide what they 
think is appropriate under all of the conditions. 

Mr. Suetrey. That is all at this point. 

Mr. Auten. Mr. Secretary, I was going to pursue the thought that 
Mr. Shelley has touched on, which is this duplication .of costs. It 
occurs to me that both Admiral Callaghan and Admiral Denebrink 
have testified on occasions in this room that it was necessary for them 
to use vessels which they had available, rather than go to the berth lines 
because it was prudent management. 
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More recently Admiral Denebrink testified when he had a vessel 
under time charter he felt it should be used. I don’t expect the MSTS 
to know ahead of time, or when it learns after the thing 1s over, par- 
ticularly with respect to how long to charter a vessel ; but in retrospect 
it seems to me there could have been a comparison or should have been 
a comparison of what the costs were that were involved. 

Those studies take quite a long time. That is, they must involve a 
considerable period of time. I am quite confident that the Govern- 
ment has paid for subsidy in an amount greater than would have been 
required had all of the military cargo moved in the berth lines. 

I am also quite convinced that MSTS might have had some vessels 
on hand that were running not full, or even lying idle, had that been 
done. But nowhere do we find any concern as to the relative cost to 
the Goverment, that I have noticed either in these hearings, or hereto- 
fore. 

How do you think that question should be answered, if at all? 

Secretary Weeks. If I recall it—and if I am wrong I would like to 
be corrected—MSTS came into being about the time of the Korean 
emergency, or when the defense-—— 

Mr. SuHeiiey. 1950. 

Secretary Werks. 1950, was it not? 

Mr. Sueitey. Yes. 

Secretary Werks. As I see that particular picture, there was an ab- 
solute necessity foran MSTS. If you were to go into a long period of 
peace, then the conditions that brought about its install: tion in 1950 
would of course have changed somewhat, at least to a degree. The 
MSTS I would say was following along the lines of your thought, Mr. 
Chairman, insofar as its proposed action with respect to the tz ankers is 
concerned. They are proposing by legislation the authorization to 
have tankers built by private funds and chartered to MSTS for a 
period. But I think, as I said before, that you do not have the picture 
today that you had in 1950, when this setup was inaugurated. That 
is why I think it is a a thing to take a look at it today, under the 
present conditions. 

Again I come down to the point that in the carrying of cargo I am 
certainly convinced you have to have an MSTS. Itisalla question of 
degree as to how far do they go, and how far does the Maritime Ad- 
ministration go. 

Mr. Sueiiey. Mr. Secretary, if the chairman will yield, I will not 
try to speak for the rest of the committee, ne will speak for myself. 
However, I am pretty confident what I am going to say to you now 
will reflect the thinking of the rest of the hcihutnl tee. 

That is, with the transfer from. Army Transport under the Unifica- 
tion Act to Navy, and your starting of the MSTS in early spring of 
1950, and then the advent of the Korean hostilities in the summer of 
1950, that that was the basis for a mushrooming of MSTS to meet an 
emergency situation with which I guess we cannot quarrel at this point. 

I think also we can all agree that somewhere in naval operations this 
nucleus fleet which is referred to by Admiral Callaghan when he was 
Chief of MSTS, and Admiral Denebrink and their staffs of people, 
is sound. The point is, where do we stop in this nucleus fleet and 
when do we start cutting back on MSTS operations after the hostilities 
cease to the point where we do not have them operating to the detri- 
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ment of American privately owned ships, the support of which we are 
financing from another fund ? 

[ think that is the whole thing this committee is looking into. In 
addition to which we have been advised that no other major mari- 
time nation operates their logistics system on the same basis we do. 
England uses th ite merchant marine for transporting of troops 
and supplies, and shies other major maritime nations have used those in 
contrast to what we have sort of gotten into with the MSTS operation. 

Mr. Aututen. [t gets down to this point: it seems to me before we 

expect private operators to invest in the merchant marine and 

to es it, that they must know with certainty what field is 

to be theirs. If they are faced with an expanding and con- 

ting operation by the Navy it would seem to me, speaking now of 

cetime, it wo yuld | pe almost impossible, or at least very difficult, to 

get private capital to get into that field of the remaining operation, 

which would be uncertain because no one would know just how far 
the MSTS would go. 

Secretary Werks. Those factors, Mr. Chairman, of course are 
prominent in any consideration that private operators would give to 
the overall problem, very naturally. 

Mr. ALLEN. Then whose responsibility is it going to be ultimately 
to determine where th: it line is? I might add to that, you have said 
there is a division of responsibility, or somewhere between the depart- 
ments that should be the subject of agreement. 

J think you have mentioned that the Congress should take a look 

the pi ‘ture and fix the policy. I guess I have some ideas of my 
own, but what would you say would be the procedure to get the fixing 
of a definite line between the operations which would be counted on 
under a peacetime basis ? 

Secretary WEEKS. a seems to me in view of the long time and close 
interest that the Congress has had in the American merchant marine— 
and I know this goe hack many years, and at least 40 years, because 
I : iow the subject was very alive when my own father was in the 
Senate in 1915 and 1916—in view of that long time and close interest, 
lia the fact that the Congress has believed in an American merchant 

it seems to me that your committee should assemble or 
information and then form some conclusions as to the 
» we ought to follow. 
rot Hie to suggest that somebor ly else take the initiative to do 
I think this committee is in a very good position to take 
vood edt | at this t thing and call the parties at interest together and 
mally decide perhaps before you take formal action, what, if any- 
i, you wanted to do ina broad outline. 
Ray. Does that mean i1 stead of holding hearings that you think 
e should be holding conferences with your Department and the 
Mi STS and other parts of the Department of Defense? 
Secretary Werks. I suggest after you held the hearings and as- 
mbled the information that it might be helpful to hold conferences. 
I should like to have, if any such be held, joint conferences with 
of the parties at interest present at the same time. 

Ir. Ray. But our question is directed at your bringing out what is 

side 


Secretary Weeks. What is the what? 
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a Ray. Our question is directed to bringing out what is the side 
of that case that would be presented by your Department. 

Secretary WrEKs. Lam sorry. I wish you would state that again. 
I do not quite get it all. 

Mr. Ray. ee | had better state it more ele rly. We had beet 
iski ne questi hs trying to get the point of view of your Departme 
as to what the trou ble points are and what difficulties there are. We 
ave not had muc information about that. We cannot very ws 
3 roceed with he: aringe’s un less we cet those two sides presented to us. 

Secretary Weeks. I would answer that question by saying we are 
not competent to eiiiaie the other side, if there be another side. We 
do not have the information. All we say is here are, you might say, 

paraphrase it, two shipping lines that are carrying cargo. One 
as an intimate defense relations! i} Ae the other has a defense re 
lationship. These are the private operators and you are paying mil 
lions of dollars a year to keep them in business. You are paying 
presumably millions of dollars a year to keep this company, the MSTS 
in business. 

I can only repeat, how much do you want to spend to have cargo 
carried overseas, and where do you want to spend it? We have in 
formation o2 only one side of the picture. 

Mr. Snettey. Why do we spend the money to keep the private 
operators going ¢ 

Secretary Weeks. Why ?/ 

Mr. Suetiry. Yes. What is the basic theory behind our keeping 

American merchant marine going at all? 

Secretary Weeks. Because the ( ngress decided it has decided 
and redecided many times, as I understand it, that this country should 
have an American merchant marine capable of carrying domestic 
some foreien commerce, and be available for defense } purpos es in time 
of need. 

Mr. Suetiey. Off the record 

(Discussion off the record. ) 

Mr. Suetiey. Mr. Secretary, if you check the law and the whole 
background you will see it is because of its value to the defense and 
the secul it) ( f the country that we keep an American merchant marine 
That the whole spirit out of which the 1936 act stemmed and 
of which from the experience at the time your father was in the Senate 
n World War I we decided we had to start as a program. 

I wonder at what point we are coing to recognize on the Executive 
side that there must be a coordination between the Navy operation 

ivilian operation, and where Congress will get around to 
ll so we do not have one knocking the other down. Both 
irted for the same reason. 

secretary Weeks. It is not my role to advise, but to give you in 
formation. But if I were doing it, if [ may say so, I would get all of 
the information 2 both sides and then in a formal conference ] 
would sit down and decide what course ought to be followed. 

As far as my re caoh ynsibility is concerned, it is the Maritime Admin 
istration: and it is Mr. Rothschild’s responsibility. Again I say we 
have no competence in the other field, and we do not even have the 
information. I am sure our relations are cordial and friendly and 
cooperative, and we can sit down together and try to help you go in 
the course you think ought to be followed. 


45110—-54—-pt. 1 10 
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Mr. Sueuury. I think our relationships with Admiral Denebrink 
are friendly and cordial too. I think he is one of the ablest witnesses 
who ever goes before any committee, and he always has a complete 
answer. 

Mr. Roruscuip. Plainly, gentlemen, the merchant marine private- 
ly operated—the American merchant marine—suffers some losses by 
reason of any Government cargo that moves on Government vessels 
that might have moved on privately owned vessels. As the Secretary 
told you, we do not have the figures which would show how and when 
those cargoes have been competitive. You might better get them in 
specific instances from the operators of the private shipping lines 
themselves than from us, because they undoubtedly could point out 
instances and specific examples of conflict, if there be such. 

Mr. Auten. If I may take it up a little bit more now, Mr. Secretary, 
I think the questions that have been asked indicate a little bit the 
uncertainty in the mind of the committee, and I do question your lack 
of competency to testify on some of these things. We have people 
from your Department saying without question there must be an 
MSTS. Why? 

Secretary Weeks. There has always been the MSTS. As I under- 
stand it, it is an outgrowth at the time the Department of Defense was 
established of the old Army Transport Service, and whatever the 
Naval Transport Service was called. There have always been vessels 
in the two Army and Navy services that preceded the MSTS. There 
is no question in my mind but that there has to be an MSTS. It is 
just a question of degree as to how much cargo ¢ arrying they do. 

Mr. Atien. Carrying it a little bit further, the ‘Navy apparently, 
x MSTS, now decided it will try out the carriage of petroleum prod- 
ucts in privately owned and operated ships under time charter. I 
think it is a good decision. But why is there any difference between 
the carriage of — um products and the carriage of dry cargo? 

Secretary Weeks. I do not think basically there is any ilowaies 
except that with respect to fuel—sometimes you need it quicker than 
you may need some elements of dry cargo. 

Mr. ALLEN. Going one step further, I think you are beginning to 
have in your laid-up fleet some very fine ships, the Mariners. Why 
is not the same use that is to be made of these tankers, a proper use 
for the Mariners, for example, under a long-term charter and oper- 
ated by a private owner ? 

Secretary Werks. We would like to see the Mariners being used. 
That is what they were built for, I assume. 

Mr. Auten. Is it not the plan to keep them there in idleness, or is it 
the plan to sell them ? 

Secretary Werks. To sell them. 

Mr, ALLEN. Yes. 

Secretary Werks. I presume you want to sell them, do you not, 
Mr. Rothschild? 

Mr. Rormscutp. We will sell as many of them as we can, Mr. 
Chairman. 

Mr. Auten. I understood that there was one Pacific coast operator 
t or 5 months ago that was inquiring, and I was wondering whatever 
happened to the transaction. 

Mr. Rornscutp. We have only within the last few days arrived at 
the final price. It is a long and involved calculation. We are now 
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in a position to announce that sale. I presume you have reference to 
the Pacific Far East Lines. 

Mr. Atien. Yes. I think I made inquiries concerning them about 
Christmas time. 

Mr. Rornscuiip. Yes, sir. 

Mr. Auten. Are there any others to be sold or any other deals cook- 
ing, let us say ? 

Mr. Rornscump. We are having other informal discussions with 
long-haul operators looking toward the purchase of some Mariners. 

Mr. AuLeNn. Getting a little off the track of the discussion, is there 
some point in the various governmental organizations where these 
deals hang up and proceed very slowly, or get almost stopped? Be- 
cause it does seem that these ships coming in stay in idleness, or with- 
out the ultimate arrangement being made for an undue time. 

Mr. Roruscurp. The point of whether there is a specific point at 
which proceedings are held up is a little difficult to answer, but based 
on the unfortunate history of the sale of the United States, the Jnde- 
pendence, and the Constitution, we in the Maritime Administration, 
under specific orders of the Secretary, have not wanted to sell any 
Mariners with built-in lawsuits. So we have been attempting to 
establish a price on the Mariners which was so carefully checked as to 
be positively assuring to a purchaser that he had a ship at a price which 
was agreed to by all elements of Government who have any involve- 
ment with the issue. 

Mr. Atten. It may not be a fair question to ask, but does that 
mean it is being held up in the GAO? 

Mr. Roruscnitp. It is now out of there. 

Mr. Atien. I would like to get one other thing from you, Mr. Sec- 
retary. This has to do with the Randall report. You remember the 
President said to the Congress on March 30, and I quote: 

With respect to our ocean shipping, we must have a merchant marine adequate 
for our defense requirements. 

I will not quote further. Does that have any implication that the 
President was adopting a policy somewhat different from Congress ? 
Was he adopting a policy that our merchant marine should be sup- 
ported only as a defense auxiliary, or is the policy of Congress as ex- 
pressed by the act, that the merchant marine should be for private 
commerce and the military auxiliary, still being followed ? 

Secretary Weeks. I would answer that in this manner, Mr. Chair- 
man: First, I do not think certainly that the President intended or 
made any distinction between the policy of Congress and his own 
policy with respect to the American merchant marine. 

Secondly, I would like to say that I think there is such a hazy zone 
there as to where private operations start and defense leaves off, and 
vice versa, that you cannot distinguish. When you say that you want 
an American merchant marine for defense, from my point of view 
you cover the waterfront, because it may be the carrying of a mili- 
tary cargo, and yet the next shipload may be the carrying in private 
trade of a cargo that, because of our tie-in between our industrialized 
era that we are living in and defense itself, that you have to have it for 
the private operation of industry. 

Raw materials and everything under modern conditions are really 
tied in with defense. Our industrial equipment has to function and 
it cannot function without raw ieiterials 
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I do not think when you say you want an American merchant 
marine for defense that you can draw a sharp line between private 
operation and defense. I think the two are tied together. We have 
to have an American merchant marine. Period. That is the way I 
look at it. Of course, defense per se is a large item in the considera- 
tion. 

Mr. Auten. In the same message the President went on to say, and 
again I quote: 


The Department of Commerce has already studied this problem at length. 
I : 


Then he goes on to say that there will be further consideration of the 
studies and proposals to be submitted by the executive branch to Con- 
gress in the future. 

Could you give us any indication of what those studies are, and how 
far they are advanced, and what proposals we might expect to receive, 
and when? When I say “what proposals,” I mean the nature of them 
and not the detailed proposals, 

Secretary Weeks. We have the studies and they have been under 
way for some time and are about ready to come off the press, aren’t 
they, Mr. Rothschild’ Do you want to comment on that? 

Mr. Roruscuitp. The studies to which you have reference are a 
part of an overall study of all the Nation’s transportation needs and 
services. That part of it which relates to maritime is at a stage now 
where I would predict an early release of the information. I would 
not know exactly when, but soon. It will be quite extensive in scope 
and will cover many problems, and nearly all of the problems which 
have presented themselves to the consideration of Congress, and 
others who have an interest in an American merchant marine. 

Mr. Auten, Do you anticipate there will be any proposals which 
will settle this little discussion we have been having / 

Mr. Rornscutip. There will be some comment on that issue, but as 
to ettling it I do not know. 

Mr. Atten. Do you have any questions, Mr. Drewry ? 

Mr. Drewry. Mr. Secretary, the memorandum of agreement of 
and other statements out of the Department of Defense indicate 
hey fully recognize the importance of the privately owned mer 

nt marine In the course of the priorities which they set up they 
the use of privately owned ship: at a very high level, just 

ielr own snips. 
we since that agreement 


cen at all toward the modi- 


fication of t agreen » hight of the situation today ? 


’ ‘ } } 
wa Nn re rn al steps peen ta 


f 


Secretary WrrkKs think none, except very informal conferences, 
and those probably you would not eall a conference. 

Do you want to add ing to that, Mr. Rothschild ? 

Mr. Rornscni here are day lay discussions of individual 
prob! m i I ' ‘ome aiong. M st of them are resolved with an 


equitable consideration for the interests of both sides. 


Mr. Drewry. But there has been no revamping of the language of 


the agreement / 

Mr. Roruscnmp. No, sir. There has not been. 

Mr. Drewry. Who would take the initiative on that? 

Mr. Rornuscritp. The Department of Commerce has suggested by 
letter to the Department of Defense that the program might be 
rey iewed. 
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Mr. Drewry. The thing I was thinking of is that in the private 
merchant marine at the present time there are quite a large number 
of tankers laid up. There are a number of dry-cargo ships which 
are laid up. There has obviously been with the first priority of MSTS 
going to its nucleus fleet, the knowledge that quite probab ly the pri- 
vate merchant marine is suffering at that point. 

I believe it has been said you are not in possession of information 
with respect to the size and type of the nucleus fleet which the MSTS 
has and needs. Have you ever tried to get that information from 
the Department of Defense / 

Mr. Rornscuiitp. At one time it was my understanding we were 
supplied with a considerable amount of detail concerning the opera- 
tionof MSTS. But about 2 years ago that information was no longer 
furnished us. For what reasons I do not know. 

Mr. Drewry. Is it not true within the past year there have been 
joint studies between the Department of Defense and the Commerce 
Vepartment on the question of the size and composition of the mer- 
chant marine ? 

Mr. RorHscHILp. Yes, sir. There has been an active committee in 
operation for about a year. 

Mr. Drewry. Is not this MSTS problem an integral part of that 
tota] picture ? 

Mr. Roruscuinp. It very likely is 

Mr. Drewry. If you can work together and get the information as 
far as the numbers of ships in their own active fleet that is considered 
necessary for a mobilization base, would it not be equally possible to 
work w ith the Dep artment of Defense to determine on some kind of 
continuing basis what their cargo requirements would be, of course 
barring sudden emergencies, so that there could be more scheduling 
and working between the two? 

Mr. Roruscuitp. It sounds reasonable, but I am not certain. 

Mr. Drewry. But it has not been tried in any extensive sense ? 

Mr. Roruscuitp. Not that I am aware of. 

Mr. Drewry. Has there been any discussion of encouraging the 
Department of Defense to lay up its Government-owned tankers and 
to take on a temporary basis, let us say, the privately-owned tankers 
which are presently laid up until such time as the time charters come 
into being / 

Mr. Rornscuitp. Not that I am aware of. 

Mr. Drewry. Would it not be the alternative for those private 
operators to t ranster or scrap their ships ¢ 

Mr. Roruscuitp. Those are two alternatives. Yes, sir. 

Mr. Drewry. And in either event, or in one event they would go 
away from the American flag for immediate mobilization use, and in 
the other event they would be completely destroyed and not available? 

Mr. Roruscuitp. In the event of scrapping they would be com- 
pletely destroyed and not available. However, any transfers are to 
flags which the Navy considers to be under effective United States 
control. 

Mr. Drewry. Is the National Shipping Authority a permanent 
organization within the Department of Commerce ? 

Mr. Roruscuip. It is a part of Maritime. 

Mr. Drewry. It is permanent ‘ 

Mr. Roruscutinp. Yes. 
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Mr. Drewry. The National Shipping Authority was set up about 
the same time as the Korean conflict broke out, or just prior to it, or 
shortly afterward ¢ 

Mr. Roruscuip. That is right. 

Mr. Drewry. And the purpose of the National Shipping Authority 
was to provide the Defense Establishment with the means of acquiring 
merchant-type ships in the prosecution of the Korean war or any 
emergency’ The National Shipping Authority has a policy of con- 
trolling insofar as possible the use of Government ships, and of carry- 
ing out the activities of emergency programs if privately owned ships 
are available. Is that correct? 

Mr. Roruscuii. Yes, sir. 

Mr. Drewry. So that the National Shipping Authority in a sense is 
the counterpart of the MSTS? 

Mr. Rotuscuitp. Well, not exactly. The National Shipping Au- 
thority does not operate any ships directly. In that respect it is 
entirely different than MSTS. 

Mr. Drewry. But it follows the theory of employing Government- 
owned ships to the minimum extent, and encouraging the use of pri- 
vately owned ships to the maximum extent insofar as it can? 

Mr. Roruscuiw. That is correct. 

Mr. Drewry. I think that is all, Mr. Chairman. 

Mr. Aten. Are there any further questions ? 

(No response. ) 

Mr. Atten. If not, Mr. Secretary, we thank you very much for the 
time you have spent with us and the information you supplied to us, 


and Mr. Rothschild. 


The committee will recess until tomorrow morning at 10 a.m. At 
that time we will hear witnesses from the Department of Defense, 
with this proviso, however: That we are not exactly certain as to 
whether they will be available, and the committee might be further 
recessed by informal notice this afternoon. 

(Whereupon, at 11:20 a. m., the committee recessed to reconvene 
at the call of the Chair.) 
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House or ReprResENTATIVES, 
SPECIAL SuBCOMMITTEE To CoNsIDER OPERATIONS 
or Minirary Sra TRANSPORTATION SERVICE OF THE 
CoMMITTEE ON MercHANntT MARINE AND FISHERIES, 
Washington, D. C. 

The special subcommittee, pursuant to notice at 10:30 a. m., in the 
committee room, the Honorable John J. Allen, Jr. (subcommittee 
chairman) presiding. 

Mr. Auten. The subcommittee will come to order, and we will pro- 
ceed with further hearings with regard to the Military Sea ‘Trans- 
portation Service in its relationship to the merchant marine. 

We are pleased to have Secretary Thomas here today. Whenever 
you are ready, sir, the committee will be glad to hear you. If you 
care to have any members of your staff sitting with you that is per 
fectly agreeable to the committee, Mr. Secretar y: 

Mr. THomas. Thank you. I would like to have Admiral Good sit 
here. 


STATEMENT OF HON. CHARLES S. THOMAS, ASSISTANT SECRETARY 
OF DEFENSE, ACCOMPANIED BY VICE ADM. ROSCOE GOOD, DEPUTY 
CHIEF OF NAVAL OPERATIONS (LOGISTICS), DEPARTMENT OF 
THE NAVY 


Mr. Auten. Mr. Secretary, we appreciate your presence here to- 
day, and we would be pleased to have you make any statement you care 
to make. 

Mr. Tuomas. Mr. Chairman, I would like to read into the record 
the statement which I have here, which I think will set forth very 
clearly the Department of Defense’s policy relative to this matter. 
So, with your permission, I will read this statement. 

It isa privilege for me to appear before your subcommittee to give 
you my views with respect to the Military Sea Transportation Serv- 
ice in its relation to the development and maintenance of the mer- 
chant marine. 

The Department of Defense supports the national policy declared 
in section 101 of the Merchant Marine Act of 1936, which states: 

It is necessary for the national defense and development of its foreign and 
domestic commerce that the United States shall have a merchant marine (a) 
sufficient to carry its domestic waterborne commerce and a substantial portion 


of the waterborne export and import foreign commerce of the United States 
and to provide shipping service on all routes essential for maintaining the flow 
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lomestic and foreign waterborne commerce at all times; (b) capable 

as a naval and military auxiliary in time of war or national emer- 

owned and operated under the United States flag by citizens of 

ited States insofar as may be practicable; and (d) composed of the best- 

safest, and most suitable type of vessels, constructed in the United 

; and manned with a trained and efficient citizen personnel. It is hereby 

declared to be the policy of the United States to foster the development and 
encourage the maintenance of such a merchant marine. 

The necessity for a strong American merchant marine to support 
United States naval forces operating in distant waters and the mili- 
tary forces which must ie sustained in distant theaters overseas has 
long been recognized by the military departments. 

The Department of Defense is responsible for defending the Na- 
tion against all ene mie s. Tocarry out this responsibility it must have 
the necessary tools at its disposs il. 

The Joint Chiefs of Staff have stated u nequivoca lly that it is essen- 
tial in the interest of national defense to prov ide under one authority 

control, operation, and administration of ocean transportation 

‘ personnel and cargoes, in peace and war for all agencies and de- 
irtments of the Department of Defense. The Military Sea Trans- 
portation Service was established for this purpose on August 2, 1949. 

The Joint Chiefs of Staff have also stated that there must be, under 
the control of MSTS, { nucleus fleet composed of ships of suitable 
types, sizes, and speeds to: 

(a) Meet specialized needs of the military departments which can- 
not readily be met by commercial interests: 

43) Be available immediately in an emergence V3 

) Provide a sound base for expansion to meet the mobilization re- 
q iivaioiba in support of approved plans for national defense. The 
ships and ene of the nucleus fleet under the contro] of the 
Military Sea Transportation Service provide the hard core on which 
necessary shyematon' may be effected: 


(1) To guarantee extensive and rapid deployment of United 
States Armed Forces in the event of and during an emergency, 
and ' 

(2) To insure responsiveness of logistic support to command 
decision by providing the necessary logistic support, under mili-' 
tary control, for the execution of strategic and tactical decisions. 

Che operation of a fleet of vessels under military control to pro- 
—_ support to our Armed Forces is not a new concept. For many 

‘ars prior to World War II the Navy operated vessels in the Navy 
Tr: ansportation Service and the Army operated vessels in the Army 
Transport Service. T he creation of MSTS merely consolidated these 
operations coed one head to provide greater economies and efliciency 
of operations. 

[t has been stated that the nucleus fleet duplicates and is in compe- 
tition with private industry. Granted, to some extent this may be 
true. It is important to realize, however, that we cannot make a mili- 
tary operation totally dependent on the availability of commercial 
ervice, nor can we put military operations on a strictly commercial 
basis, By its very nature war is costly. The best we can hope for 
through prude nt management is to achieve the maximum eflici lency 
and economy in our logistical activities which is possible without 
sacrificing our capability to implement strategic and tactical missions. 

It should be pointed out that the numbers and types of ships re- 
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quired to meet current needs and those for full mobilization under 
approved plans of the Joint Chiefs of Staff are under continuous re 
view in the Department of Defense. 

The Military Sea Transportation Service, in peacetime, is guided 
by the gener: al policy of the Department of Defense, which is to use 
private ly owned and operated maritime vessels to the maximum prac 
ticable extent consistent with military requirements. Even in wartime, 
under circumstances where such facilities are made available by the 
National Shipping Authority, or any wartime counterpart, the MSTS 
will follow the same policy of using privately owned and operated 
merchant vessels, giv ing due consideration to specific conditions that 
may exist in combat areas. In execution of this policy, however, the 
Military Sea Transportation Service must retain the power of de- 
cision concerning the suitability of arrangements and undertakings 
which affect vessels owned or in the c ustody of the Navy and assigned 
to the Milit: ary Sea Trans sporti ition Service, and vessels allocated to it 
by the National Shipping Authority. 

We live today in a world of tension. We must recognize in further- 
ance of our national interests that we m: uy be called upon in a matter 
of days or hours to immediately dispatch forces to destinations 
throughout the world. It will be recalled that the time available in 
the Korean operation was extremely short. If MSTS had not had a 
nucleus fleet available at that time, we could not have deployed our 
forces in time to cope with that situation. The situation existing to- 
day in Indochina is charged with tension. It is an evaluation of such 
considerations which forms the basis for Department of Defense 
policy with re spect to the size, composition, and employment of the 
nucleus fleet. 

To carry out its mission for the defense of this Nation, it is con 
sidered essential that the final responsibility for the determination of 
the numbers, types and employment of those merchant-type ships re- 
quired under the ¢ custody and jurisdiction of the Department of De- 
fense to support military operations must rest with the Department 
of Defense which is reapanest le for the success of those operations. 

The additional tonnage which the Department of Defense musi 
obtain from the eaaaiia an merchant marine in the interests of na- 
tional defense requires continued coordination with the Department 
of Commerce. Further, such continued coordination should result 
in a strengthening of the merchant marine in its development and 
maintenance. Existing legislation is considered adequate to enable 
Department of Commerce and Department of Defense to carry out 
these policies. 

Now that, Mr. Chairman, I think sets out the Department of Defense 
policy in regard to MSTS. 

Mr. Aten. Thank you, sir. Are there any questions, Mr. Ray ? 

Mr. Ray. Mr. Secretary, you say that the MSTS is merely a combi- 
nation of the two former military transportation services. 

Mr. Tuomas. That is correct, sir. 

Mr. Ray. Is it performing any functions that were not performed 
by those two services in earlier years? 

Mr. Tuomas. As far as I know, not with the exception of possibly 
the tankers. 

I think in the earlier days either the Army Transport Service or the 
Navy Transportation Service had no tankers. Of course now re- 
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quirem-nts have changed so tremendously and the requirement for 
fuel of one kind or another is so tremendous that I do not think you 
could operate without the tankers. I think that tankers are the back- 
bone, to a certain extent, of any logistics program that we might have. 

As far back as 1941 the two Services had as many as 141 ships 
that were operating at that time. So, when you consider the tre- 
mendous growth of our logistics requirements and our worldwide com- 
mitments the number of ships that we have in MSTS today is not a 
large proportion in relation to what it used to be and in relation to the 
logistics requirements of the Services. 

Mr. Ray. Was it carrying passengers as well as cargoes, other than 
oil ? 

Mr. Tromas. It always carried passengers, yes. The Army Trans- 
port Service and the Navy Transportation Service both carried 
passengers, 

Mr. Ray. Was it restricted strictly to military personnel ¢ 

Mr. Tuomas. And their families and the like, yes, 

Mr. Ray. Would you say that the merchant marine has grown 
stronger as a result of the operations of MSTS or has grown weaker, 
whether because of those operations, or otherwise, during the per iod 
that the MSTS has been in operation ? 

Mr. Tuomas. I do not think it has grown any weaker because of 
MSTS. I think the impact that MSTS has had on the merchant 
marine is not the answer to the problem. If you were to eliminate 
MSTS entirely, which I think would be an unsound thing to do, I still 
do not think that would solve the problem by any means of an active, 
efficient, and satisfactory merchant marine. 

[ think that the impact of MSTS on the merchant marine has been 
greatly overrated. I think we have a problem that is much deeper 
seated than that. and you will hear it in Admiral Leggett’s testimony 
which is going to follow mine. It will show te what our shipbuild- 
ing program was before, and what it is today. I do not think MSTS 
has any great impact on that problem. 

Mr. Ray. You say that the MSTS must make the decisions? 

Mr. Tuomas. Yes, I think so. 

As long as the Department of Defense is charged with the respon- 
sibility of defending the country, I think the Department of Defense 
has to say what tools are required. 

Against that I would like to say that the whole policy of this ad- 
ministration is to use private industry just as far as we can. That 
runs through our entire policy, all of the way through, and it. is 
going to continue to be our policy. 

I think we should work with the Department of Commerce and we 
should contract our nucleus fleet down to the smallest size which we 
think is within a safe area. So, when I say the Department of 
Defense should make the decision, I think that is right. If they are 
charged with the responsibility of the defense of the country, I think 
then they have to be given the tools that they say ate the essential tools 
with which to do it. 

Against that I also say that it should be our policy to contract 
that fleet to the minimum hard-core fleet that we need to carry 
out this responsibility. We have a tremendous area where we have 
commitments, as you know, but I do not think anybody can deny that 
there should be a basic hard-core fleet within MSTS 
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Mr. Ray. We appreciate the responsibilities, of course, but our prob- 
lem is to look at the operation of MSTS as it affects this national policy 
for the merchant marine. 

Mr. Tuomas. I agree with you on that, but even if you eliminate 
MSTS you will not solve the problem. 

Mr. Ray. But it is our mon chen to find out what the impact of the 
policies controlling MSTS is upon the national policy expressed in 
the act. 

Mr. Tuomas. That is correct. As you know, I move over as Sec- 
retary of the Navy the 1st of May, and I will assure you that it will 
be our policy to continue to contract it to within what we think are 
safe confines, which we are doing now, and which we will continue to 
do, but even if you were to eliminate it I do not think it would have 
much impact on your merchant marine problem. I think it far 
transcends this. I think you will see that when you hear Admiral 
Leggett’s testimony. 

Mr. Ray. Ido not want to anticipate what he is going to cover. 

Mr. Tromas. He will give you figures that are very disturbing 
figures, 

Mr. Ray. Take as an illustration, MSTS is asking for funds, $50 
million, for the construction of ships of commercial types. As that 
planning went on, what consideration was given to the effect which 
that shipbuilding, and the operation of those ships, might have upon 
the building up of a privately owned merchant marine? 

Mr. Tuomas. I think that MSTS has, and I think they should, take 
into consideration all those factors, because I do not think anyone 
feels any stronger than we do, that you should have a virile merchant 
marine, but, as I say, I do not think that MSTS is the answer to that 
question. I think it far transcends that, and it is a much more difficult 
problem. I do not think that MSTS is the controlling factor in this. 

Mr. Ray. On that particular point, is it not someone’s business in 
MSTS to study the impact of the proposed changes upon the privately 
owned and operated merchant marine ? 

Mr. Tuomas. I think very definitely, yes, and I think that should 
be the responsibility of the Secretary of the Navy. I know when I 
was Under Secretary of the Navy we were very much interested in this 
problem, and we were very much interested in the shipbuilding pro- 
gram of the United States, which is a very disturbing picture, so I 
would say very definitely that MSTS, the Secretary of ‘the Navy, and 
the Department of Defense are very de ‘finitely interested in studying 
that problem. 

Any ships that MSTS constructs are highly specialized in nature, 
heavy-lift-type ships which we do not have otherwise. They are not 
constructing ships which are competitive with regular merchant-type 
vessels. 

Mr. Ray. Before these ships were put in the program was it decided 
that they would not have an adverse effect on the operations of, and 
the upbuilding of, the merchant marine / 

Mr. Txomas. 1 would have to answer that question this way: I 
think as long as you have an MSTS nucleus fleet that it will have 
some adverse effect on the merchant marine, but then you get back 
to the question, can you rely entirely on a commercial operation for 
a defense mobilization program? I do not think you can. I think 
the Secretary of Commerce, as a matter of fact, is in agreement, that 
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you should have an MSTS nucleus hard-core fleet. I think you could 
get into some areas of argument over the size of that fleet, but I do 
not think anyone argues the point that we should not have an MSTS 
nucleus fleet. 

Mr. Ray. I have not heard any argument on that point. 

Mr. Tuomas. I think the Secretary of Commerce testified when he 
was here that he agreed that there should be an MSTS nucleus fleet. 

Mr. Ray. With that as a starting point I am trying to find out at 
what point in your studies the question of the effect on the merchant 
marine is considered. 

Mr. Tuomas. I think it is considered all of the way through because, 
as I say, we are anxious to have a virile merchant marine. We will 
contract the MSTS down toa hard core. We are in the process right 
now of deactivating vessels. However, if you go on and eliminate it 
completely, I do not think that is going to come anywhere near solving 
your merchant-marine problem. I think it is far greater than that, 
but I also say that I would not deny that as long as you have a basic 
nucleus hard-core MSTS fleet, that it will have some effect on the 
merchant marine. I do not think it will have a very great effect, 
however. 

Mr. Ray. Were there consultations between the two departments 
as to the wisdom of MSTS going ahead with these five commercial- 
type ships? 

Mr. Tuomas. The Department of Defense, MSTS, and the Depart- 
ment of Commerce have been in constant communication on all of 
these aah lems. They were not always in agreement, and I do not 
think you could have that. You cannot have everyone agree all the 
time, but it gets back to whether you can base your defense responsi- 
bility comp letely on commercial oper: ations. We do not think that you 
can. We do not think that you can be ¢ harged with the defense of 
the country and rely entirely on commercial activities. The next 
point, then, is to get your balance as good as you can. 

Mr. Ray. What I am trying to get at is, how do you get t before you 
the question of the impact on the merchant marine, how that gets 
into the picture, and what consideration is given to it ? 

Mr. Tuomas. I think that is a matter of study. You evaluate 
them, for instance, knowing the type of ships and the type of cargo 
that they will carry, the tonnage of them, and all, and what impact 
it would have on the merchant marine. It will have some impact on 
it; I do not want to leave the impression that it will not have some 
impact, but again there, I think, you have got to have a hard core 
in being, a nucleus fleet to back up your worldwide commitments, as 
a base on which to expand in case of emergency. 

That should be as small a nucleus fleet as you can have safely, and 
we should see to it that it is a small fleet, and not expanded just for 
the purpose of expansion. I will say that as Secretary of the Navy 
I will very definitely take that position. 

Mr. Ray. That is all. 

Mr. Bonner. Mr. Secretary, I agree with you as to your nucleus 
fleet. Do you think that MSTS is using the privately owned and 
operated maritime fleet to the fullest possible extent ? 

Mr. Tuomas. Mr. Bonner, I think that they are. 

Mr. Bonner. That is a question that we are all concerned with. 

Mr. Tuomas. I think that is right. 
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Mr. Bonner. Is it being used to the fullest possible extent? Now, 
you are in a position to answer that question. 

Mr. Tuomas. Yes, and I think it is. I will give you some facts on 
that, as to why I make that statement. 

When I went in as Under Secretary of the Navy in February 1953, 
I got into this picture of MSTS and whether they were utilizing 
private ships. ‘There was some disagreement about it at that time. 

Mr. Bonner. They are utilizing them, I know that, but are they 
to the fullest possible extent? That is the question. 

Mr. Tuomas. Yes. 

Mr. Bonner. That is our problem here, to see that they are used to 
that extent. 

Mr. Tuomas. Mr. Bonner, I would say “Yes” to that because we let 
the Department of Commerce send a man over into MSTS to check 
on the utilization of private shipping. I went out myself, and I found 
that they were utilizing to the fullest extent possible private shipping 
at that time. Asa matter of fact—— 

Mr. Bonner (interposing). Now, there is a positive statement. 
Then, what is your opinion about MSTS chartering these vessels from 
an operator that is subsidized, and then using those chartered vessels 
on a trade route of another subsidized operator ? 

Mr. Tuomas. Well, I think you have to take into consideration the 
conditions at that time. 

Mr. Bonner. Do you know whether or not that condition is existing ? 

Mr. Tuomas. I think during Korea—— 

Mr. Bonner. No, since Korea. 

Mr. Tuomas. Well, I would not want to give you an answer to that 
question. 

Mr. Bonner. You would not be favorable to that; would you? 

Mr. Toomas. No, I would not be favorable to that. Whether that 
has been done, or the extent to which it has been done, I cannot answer. 

Mr. Bonner. We had some hearings the other day and we did not 
fully develop the testimony. Ships are chartered, but of course we 
did not learn whether they were being operated in competition with 
the trade route from which they were chartered. However, I have 
learned since that they are being operated in competition with another 
subsidized trade route. 

It is the management of this MSTS and its full utilization of them 
that we are concerned with. 

Mr. Tuomas. We are in full agreement on that. 

Mr. Bonner. Just to what extent do you come into the picture so 
that you can see that full utilization is made of the privately owned 
ships that we are subsidizing? 

Mr. Tuomas. I would say it would certainly not be my policy to 
compete with private industry any more than we have to, which I do 
not think is to any great extent. I think if you keep a nucleus hard- 
core fleet you will have some « ‘ompetition, but I do not think it will be 
a great amount. I think it will be on routes which are not served by 
regular lines, and I think it will be a minimum amount of competition, 
and I think it should be a minimum of competition. 

Mr. Bonner. Well, will you have the record searched to ascertain 
whether or not a ship has been chartered from a subsidized line and 
used in competition with any other subsidized line? 


Mr. Tuomas. Yes, I shall be very glad to. 
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Mr. Bonner. And insert it at this point in the record. 

Mr. Tuomas. I shall be very glad to. 

Mr. Bonner. If you do not care to answer it through any of your 
assistants at this time. 

Mr. Tuomas. I would rather give you the figures and give you the 
facts because I think that would be much preferable. 

(The matter referred to is as follows:) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., April 29, 1954. 
Hon. JoHn J. ALLEN, 
Chairman, Special Subcommittee on Operations of Military 
Sea Transportation Service, 
Committee on Merchant Marine and Fisheries, 
House of Representatives. 

Desr Mr. CHAIRMAN: During my testimony before the House of Representa- 
tives Special Subcommittee on Operations of the Military Sea Transportation 
Service of the Committee on Merchant Marine and Fisheries, Mr. Bonner asked 
the following question: 

“Well, will you have the record searched to ascertain whether or not a ship 
has been chartered from a subsidized line and used in competition with any other 
subsidized line?” 

Since the information was not readily available to me at the time, I promised 
to provide the requested information as soon as possible. Attached hereto is the 
requested information for insertion in the record. 

Sincerely, 
C. S. THOMAs. 


There is attached hereto a list of 25 ships chartered by MSTS from companies 
holding operating-differential subsidy contracts, utilized from the latter part of 
1952, through 1953, and part of 1954 and of which 4 continue active, pending 
expiration dates of their charters. 

All of these ships, in the course of their employment by MSTS, have, as indi- 
cated, carried cargo on routes on which companies other than the owners of these 
ships hold operating-differential subsidy contracts. In the distribution of cargo 
among the several berth lines, the MSTS makes no distinction between subsi- 
dized and nonsubsidized lines. Each month’s business is apportioned among the 
qualified berth operators on each trade route on the basis of the average number 
of sailings per month they have maintained during the preceding 12 months on 
such route. This has been determined to be the most satisfactory arrangement 
and is regarded by the limes as generally equitable. Of the 25 space shipping 
contracts MSTS has executed with berth-line operators, 9 of these are with sub- 
sidized companies, and 16 are with nonsubsidized companies. 

Similarly, in the chartering of ships, it has not been the MSTS practice to 
consider the status of the companies with respect to whether or not they are 
subsidized. The type of ship is the governing factor. Where they are obtainable, 
the larger and speedier type of ship is preferred because of the relatively long 
voyages and nature of cargo involved. By way of illustration, for a voyage 
from the United States east coast to the Far East, the charter of a C-—3-type ship 
at $2,250 per day is much more economical than a Liberty-type ship at $1,275 
per day. Because of its greater cubic capacity and higher speed, the C-3 costs 
approximately 26 cents per cubic foot of space available against 34 cents per 
cubic foot for the Liberty-type ship. With the exception of the Waterman Steam- 
ship Co. and the American-Hawaiian Steamship Co., the only other source of the 
larger and speedier ships is generally the subsidized companies, and in each 
instance before they can offer a ship for charter, it is necessary for them to obtain 
the approval of the Maritime Administration. 

Although the cargo carried by these chartered ships moved on routes normally 
served by other subsidized lines, there is no certainty as to the amount of this 
cargo that would have actually moved on such subsidized lines if these chartered 
ships had not been used. On the east coast-Far East route, MSTS distributes its 
eargo among 6 berth lines, of which 2 are subsidized. On the east coast to Europe- 
United Kingdom route, cargo is distributed among 6 berth lines, of which only 1 
is subsidized. On the east coast-Mediterranean route, cargo is distributed among 
8 berth lines, of which 2 are subsidized. From the Gulf to Europe-UK, cargo is 
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distributed among 4 berth lines, of which 2 are subsidized. From the gulf to 
the Mediterranean, cargo is distributed among 5 berth lines, of which only 1 is 
subsidized and from the gulf to Far East, cargo is distributed among 4 berth 
lines, of which only 1 is subsidized. From the west coast to the Far East and 
Indochina, cargo is distributed among 9 berth lines, of which 4 are subsidized. 

It should be emphasized that during 8 months of the period covered by the 
attached report, MSTS utilized all of the space made available to it by the berth 
lines on all routes without restriction. In the instance of the United States east 
coast to Far East route, during much of the period under review, the berth-line 
services, both subsidized and nonsubsidized, lifted less than 50 percent of the 
cargo MSTS made available to them. This for the reason that the cargo con 
sisted largely of vehicles with a very small proportion of other types of cargo. 
The berth lines were not disposed to make their space available for the vehicle 
movement because of the low revenue potential and, accordingly, it was neces 
sary for MSTS to find other means of moving this cargo. 

It will be apparent that since the cargo lifted by the chartered ships might 
have moved by either subsidized or nonsubsidized berth lines had conditions 
been such as to permit, it is not possible to estimate the extent to which the 
earnings of the lines subsidized on specific routes might have been improved. On 
the other hand, the earnings of the subsidized companies from whom MSTS 
chartered the ships were improved by virtue of the approximately $14 million 
paid to these companies for these charters, and the Government was benefited 
to the extent that this revenue created additional earnings subject to possible 
recapture. In the case of the Farrell Lines, Inc., and the Seas Shipping Co., Inc., 
five of these charters were advantageous with respect to their own subsidized 
routes through an arrangement whereby, after carrying military cargo out to 
the Far East, MSTS released the ships for positioning on the African east coast 
to be worked homeward on their regular routes. 


Ships chartered by MSTS from steamship companies holding operating-differ 
ential subsidy contracts, and utilized from latter part of 1952, through 1953 


and vart of 1954 
FARRELL LINES, INC 


Ship Period of charter Employment 
| 


| 
an Star | Aug. 13, 1952 to May 


ist coast to Far East 
age west coast to Indochina 
we east coast to Europe 
age east coast to Far East 
un Grove | July 20 to Aug 53 voyage east coast to Far East 

' . Yea) Var y « 

in Glade | June 28 to Nov. 5, 195 = went Saat en Fa East 
‘ 


1 
in Moon Wept. 8 to No 5, 1953 v v t coast to Far } 
a f 


an Pilot Apr. 23 to July 


can Pilot Dec. 13, 1953 to , : 
t coast to 


I 
east coast to Europe 
Far East 


east coast Fast 


‘ 
f to 
age west coast to Far East 


an } Jan. 5 to Apr. 25 


MISSISSIPPI SHIPPING CO., INC 


to Far I 
gulf to Greeee.2 
3. Del Aires... lar. 13, 1953 to i \ re east coast to Et 
east coast to Mec 
age east coast to | 
yages gulf to Med 


, a} A rn 1 & Os 
. Del Mundo June 1 to Dee. 11, 1953 scan mull? tb eee? 


MOORE McCORMACK LINES, IN 


Mormacmar Aug. 3, 1953 to Mar. 31, 1954 3 voyages east coast to Far | 
we east coast to Far Fast 
vage guif to Far Ea 
age west coast to Far Fas 
Mormacpine Aug. 4, 1952 to Apr. 15, 1954 yy wes west coast to Far East 
oyage east coast to Mediterrane 


vovages gulf to Europe 
| voyage east coast to Europe. ? 
hese ships redelivered in the Far,East{to position on African East Coast to work homeward on owner 
route ’ 
? Full cargoes of ammunition 
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Ships chartered by MSTS from steamship companies holding operating-differ- 
ential subsidy contracts, and utilized from latter part of 1952, through 1953 
and part of 1954—Continued 


Period of charter Employment 


yages, east coast to Far East. 
r. 22, 1952, to June 19, 195 TO} *, east coast to Europe. 

» west coast to Far East. 
yages, east coast to Far East. 
yage, west coast to Far East 
yages, east coast to Far East. 
11, 1952, to Jan. 27, 195 } voyages, west coast to Far East. 

ge, gulf to Far East 
yages, east coast to Europe. 
yage, east coast to Far East. 
yage, west coast to Far East. 
age, gulf to Far East.? 
age, gulf to Europe. ? 
2 ages, gulf to Mediterranean. ? 
3, to Mar. 26, 195: voyage, Santos, Brazil, to Europe, with 
full cargo of coffee under voyage charter. 
s, east coast to Far East. 
52, to June 24, 195 3 y 8s, west coast to Far East. 
? voyages, gulf to Far East. 
} voyages east coast to Far East. 
July 25, 1952, to Apr. 25, 1953 2 voyages west coast to Far East 
voyages gulf to Far East. 


y. 6, 1952, to Nov 





PACIFIC TRANSPORT LINES 


Sent. 9. 1953. to DF { yage, east coast to Far East 
pt. 9, 1953, to May 25, I \3 voyages, west coast to Far East 


PACIFIC ARGENTINE-BRAZIL LINE 
Nov. 6, 1953, to Feb. 20, 1954_| 1 voyage, gulf to Far East. 


SEAS SHIPPING CoO., 


sais s “- } voyages, west coast to Far East. 
1952, to May 12, 1953 VO} gulf to Europe 

53, to Oct. 4, 1953 voyage, east coast to Far East 

53, to Mar. 2,, 1954 3 Voyages, east coast to Europe 
yages, east coast to Far East. 
yage, west coast to Europe 


to July 29, 195 1 voyage east coast to Far East. 


52, to Feb 


Full cargoes of ammunition. 
Expiration 


Mr. Bonner. In connection with this question of tankers and the 
construction of large and faster tankers, there are today about 70 
idle tankers in the private operations, and about 30 percent of them 
are the T2-type tanke rs. 

Mr. Tuomas. Yes, si 

Mr. Bonner. Do you Patios e, when the larger and swifter tankers 
are built, to retire the MSTS tanker- -operated fleet 2 ¢ 

Mr. Tomas. They will go into the reserve fleet. 

Mr. Bonner. Then why not now retire the MSTS T2-type tankers 
that are being operated and use these 35 available T2-type tankers 
that are in the hands of private owners and are now idle? 

Mr. Tuomas. They are cutting down on the tanker fleet regularly. 

Mr. Bonner. But we are interested in the full utilization. of the 
American-flag vessels in private ownership. 

Mr. Tuomas. That is correct. 

Mr. oo. r. Certainly the figures show that they operated as eco- 
nomically or more economically than the MSTS tankers. Then, why 
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could you not immediately retire 35 MSTS tankers and use 35 pri- 
vately owned T-2 tankers in your operation ‘ 

Mr. Tuomas. Mr. Bonner, some of those tankers, as you know, are 
under charter, and they are being retired, and that tanker fleet is 
being contracted at the present time, and it is going to be the policy 
of MSTS to bri ing that down to the hard core. 

I think you have to have some basic tanker fleet for an emergency, 
because your logistic fuel support now is tremendous. Our airplanes 
are using 4 to 7 times as much fuel as they used in the last war. If 
we had an emergency the demand for the transportation of fuel would 
be colossal, and I think we would have to have a small basic nucleus 
fleet of tankers available if we are to meet these demands and to 
be prepared to expand on a mobilization basis. 

Mr. Bonner. Yes, I understand that, but you propose to turn 
over the entire point-to-point petroleum movement to private indus- 
try in 3 to 5 years when these larger tankers are built, and you are 
using the very type of tanker now that is idle in priv ate hands. 

Mr. Tuomas. Of course the new tankers—— 

Mr. Bonner (interposing). If you propose to turn over the point- 
to-point service in from 3 to 5 years I just do not sa iantenel why 
you cannot do it now and put the presently idle tankers into oper- 
ation. 

Mr. Tuomas. I think that is basically what they are doing. As 
these contracts run out they are contracting the fleet they are using. 

Mr. Bonner. Are not some of the tankers that you are now using 
of the T2 type from the reserve fleet and federally owned ? 

Mr. Suetiry. As a matter of fact, Mr. Secretary, did not MSTS 
and the Navy get into using a large number of tankers from the 
reserve fleet in their own operation because, as I understand it, of 
the charter rates at the time? They wanted to expand, and they felt 
they could get them cheaper using the situation to correct the charter 
market. by pulling them out of the reserve and operating them them- 
selves about a year or so ago, or about 2 years ago? 

Mr. Tuomas. No; I think 2 years ago there was a great shortage 
of tankers. 

Mr. Suetiey. That is what I mean. 

Mr. Tuomas. As a matter of fact, the oil companies had to pool 
them and recommended putting tankers into that pool and MSTS 
chartered them on the basis that they were unavailable otherwise. 

Mr. Suettey. Until they set that pool up did not the Navy start 
pulling them out and using them themselves because in their first 
effort to get them on a charter basis from private owners, as I recall 
the testimony some time ago, they were met with high or exorbitant 
charter rate requests? 

Mr. Tuomas. I do not think so. I think it was a shaptage of tank- 
ers. It was not the price differential. 

Mr. Bonner. I understand there has been a shortage of tankers in 
years past, but I am speaking of the present time, comparing that with 
your anticipated utilization of new tankers to be built. So, I asked 
the question, then, How many do you have in operation in MSTS 
that came out of the reserve fleet of T-2’s? 

Mr. Tuomas, I would have to get somebody else to answer that. 
Is there any body from MSTS here who could answer that? 

Mr. Butt. What was the question ? 


45110—54—pt. 1——-11 
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Mr. Bonner. I asked the question, How many T-2 type tankers 
MSTS is using at the present time, drawn from the reserve fleet! 

Mr. Buti. MSTS has a total of 57 T-2 tankers, which over the 
years have come out of the Maritime reserve fleet and the Navy reserve 
fleet. 

Mr. Bonner. They are all Government-owned tankers and operated 
by MSTS at the present time? 

Mr. Buu. Yes, sir. 

Mr. Tuomas. What is the program for those to go back and be 
deactivated ¢ 

Mr. Buti. The present program contemplates the inactivation of 8 
of them, of which 4 are already in process of deactivation. 

Mr. Bonner. There are 70 privately owned United States flag 
tankers at the present time, and about 35 of them are T-2’s. Now, 
I just do not understand why MSTS cannot retire to the reserve fleet 
the T-2 type tankers that they are operating, and which belong to 
the Government, and put into operation the privately owned T-2 
type tankers which are now idle. That is what I am interested in and 
what the committee is interested in. 

Mr. Auten. Mr. Bull, will you identify yourself for the purpose of 
the record ¢ 

Mr. Buww. I am W. L. Bull, commercial shipping adviser to the 
commander of MSTS. 

Mr. Bonner. Now, Mr. Secretary, that is a fair question to answer. 

Mr. Tuomas. Yes. 

Mr. Bonner. That is a reasonable request to make to help private 
industry, is it not? 

Mr. Tuomas. That is correct. 

Mr. Bonner. Then what will you do to try to bring it to pass? 

Mr. Tuomas. Following out what I say is our basic interest, to 
have a virile merchant marine and to use private shipping insofar as 
we can, I will assure you that I will study it myself when I take 
over that office. All I have done to date is set out a general overall 
policy. I am not prepared to talk to you in detail about it at this 
time. 

Mr. Bonner. Is there anybody present who can say that this condi- 
tion is not existing today ? 

Mr. Tuomas. Who can say it does not exist? 

Mr. Bonner. Yes. 

Mr. Tuomas. I think Admiral Denebrink is the one to speak to 
that, and he is not here today. 

Mr. Bonner. Then the only other question is what effort will you 
make to see that there are not additional charters made from opera- 
tors who are drawing subsidies from the United States where char- 
tered vessels are put into competition with a subsidized operation? 

Mr. Tuomas. I will make a very definite effort, and I hope that 
it is an effort that will meet with the agreement of the committee. 

Mr. Bonner. As the chairman has often said to other members 
of the committee, we are paying for the freight on both ends. If 
we pay for the operation of MSTS when we do not have the full 
figures on what it costs to operate MSTS compared to the cost of 
private operators, and then we put them in competition with privately 
owned vessels which are subsidized, you and everyone else can see that 
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it is a dual and unnecessary cost. You agree to that, do you not, Mr. 
Secretary ? : 

Mr. Tuomas. I agree to that, it should be a minimum, consistent 
with keeping a minimum hard-core nucleus fleet adequate for ex- 
pansion in time of an emergency. I think we are all in agreement 
with that, that it should be kept to a minimum consistent with our 
responsibility. 

Mr. Bonner. And you will assure this committee that that practice 
you will try to eliminate? ai) 

Mr. Tuomas. To eliminate or, at least, hold it to the minimum 
consistent with our responsibility and the mobilization requirement. 

Mr. Bonner. And the least cost. 

Mr. Tuomas. Well, to the minimum extent. As I say, if you are 
going to keep a hard-core Military Sea Transportation Service you 
are going to oe some duplication. 

Mr. Bonner. I agree that we should have it, but I just do not want 
it to get out of all bounds. 

Mr. Tuomas. I agree with that; I am in complete agreement on 
that. 

Mr. Bonner. I think you and I are in complete agreement if we 
could get somebody to do it. 

Mr. Tuomas. And have the security that goes with it; yes. 

Mr. Auten. Mr. Garmatz, do you have any questions? 

Mr. Garmatz. No; thank you, Mr. Chairman. 

Mr. Auten. Mr. Shelley ? 

Mr. Sueitey. Mr. Secretary, one of the things about this entire 
matter of MSTS operation and the idea of its competing with the 
American merchant marine to the least disadvantage has become 
disturbing to members of this committee because on each attempt 
to discuss it in the last year or two we find agreement on first, that 
there should be an American merchant marine; second, we have state- 
ments from the Navy that they realize the value of maintaining an 
American merchant marine and are dedicated to such end and third, 
along with that they say that they must keep this nucleus fleet. Then 
you add to that the natural inclination of anybody assigned to do 
a job to concentrate on seeing that their job, or their department, is 
run to the nth degree of efficiency, and you can appreciate the Navy 
will do its job in the best possible manner from the Navy’s viewpoint, 
and you hope that the Maritime Administration will do its best 
toward accomplishing its responsibilities. Where do we go, then, 
to get coordination in this thing, past and future, based on what 
you seem to agree on from your statement today, on the plans needed 
to keep a minimum nucleus fleet, and carry out the intent of the law 
to maintain an adequate and prosperous merchant marine? 

Mr. Troomas. I think that agreed plans should come from the De- 
partment of Commerce and the Department of Defense, recognizing 
that we have to have a minimum hard-core fleet, but I would like like 
to point out again that even if we eliminate MSTS completely I think 
you have the same merchant marine problem left and have not even 
started to solve that problem. 

Mr. Suewiey. Well, there will be problems, there is no question 
about that. 
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Mr. Tuomas. I think that is a very serious one, and, as I say, if 
you eliminate MSTS entirely it does not make any great impact on 
your present merchant marine problem. 

Mr. Sueiiey. I will agree that it will affect it to some extent, but 
it will not solve the whole problem. 

Mr. Tuomas. No, but I do not think that there is any disagreement 
at all with the view that we should reduce MSTS to the minimum 
ogre with being prepared to discharge our defense responsi- 
ilities, and I assure you that will be our program. 

Mr. Sueuiery. I cannot help but comment, Mr. Chairman, from 
what I have heard Secretary Thomas say, that I think his answers 
are better than some we have had from Commerce and the Maritime 
Administration in the last week on the general basis of this same 
subject. 

That is all. 

Mr. Aten. Mr. Secretary, I would like to hazard a disagreement 
with you on one subject. I think the MSTS relationship to the 
merchant marine problem must be settled before any other problem, 
for this reason, and I would like your comment on this: It seems to 
me that the difficulty of getting private capital to go into the merchant 
marine is, in large part, due to the uncertainty of the future of the 
industry which, in turn, is largely the uncertainty as to what the 
Federal Government is going to do to it by its very operations. 

I am beginning to come to the conclusion that until the scope of 
the operations of the MSTS are pretty clearly and permanently defined 
and the total requirement of merchant ships for the Nation is deter- 
mined, insofar as the military auxiliary phase is concerned, we will 
not know in this committee how much of a merchant marine we are 
supposed to keep in operating operation. 

I think also that, regrettably, there has come into existence an 
attitude on the part of the Department of Defense, insofar as I have 
been able to observe, that the maintenance of the merchant marine 
is not particularly their responsibility. They will use it if it is there, 
but it 1s not their responsibility to maintain it as a military auxiliary, 
and on the other side of it the industry does not consider itself as 
part of the military auxiliary either. I do think we have to define 
the needs of the Nation with regard to both the overall need and 
the MSTS need before we get that degree of certainty that will enable 
private enterprise to count on future operations and to finance itself 
because of that certainty. 

Can you give us any help as to whether you think that is a sound 
statement, on the one hand, and if so, what can be done about it? 

Mr. Tuomas. I think I can answer, but I do not think it will be 
of too much help to you. 

We are cutting back MSTS now. We had 612 ships at the peak 
of the program, and we are back now to about 800 ships, and we are 
going to cut well below 300. Of course, a lot of those ships are the 
small amphibious type of ships that you cannot compare with the really 
oceangoing type of bottom. I think if we said here that the MSTS 
fleet will be held to the lowest practicable minimum, industry can rely 
on that. Just to fix on a number I do not think would have muc 
influence on the merchant-marine problem. I think the problem is 
still a lot greater than that. 
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Mr. Auten. I will agree with that, but do you not have to settle 
the first step before you move on to the second? We are trying to get 
an answer to the first step. 

Mr. Tuomas. I do not think you can state anything any more than 
that we have to have a nucleus fleet, that we are reducing that fleet to 
the very minimum, and it is going to be the policy of this administra- 
tion to use private shipping in every instance we can use it. If that 
is our policy and we administer it on that basis I do not know how 
much more assurance we can give to private shipping. We are say- 
ing that we are for a strong merchant marine, and we are, but that does 
not accomplish the fact of getting it. 

Mr. Auten. How much of a merchant marine does the Navy want 
to have in existence in numbers of ships ? 

Mr. Tuomas. Well, in numbers of ships, I am not prepared to an- 
swer that at this time. 

Mr. Auten. Is there anyone here who can tell us that ? 

Mr. Tuomas. We could give you an estimate on it if they have not 
already done so. 

Mr. Auien. I think it would be very helpful if we could have 
that. 

Mr. Tuomas. We do have, however, our requirements for mobiliza- 
tion, but, of course, those are classified. Admiral Good says that all 
of that testimony was given before the Potter Committee last year. 

Mr. Auten. Was that Admiral Wilson’s statement ? 

(See appendix, p. 481.) 

Admiral Goon. Yes, sir. 

Mr. Auten. Is that still the position of the Navy ? 

Admiral Goop. Substantially, yes, sir, plus or minus 2 or 3 per- 
cent of the total number of ships, but the requirement set forth in 
the Wilson statement is substantially correct as of today. It was 
correct at the time it was given. 

Mr. Auten. Then if this committe could accomplish the building 
up of the merchant marine to that level and keep it at that level that 
would be a satisfactory solution of that phase of the problem ? 

Another subject I have been questioning is the duplication of the 
service we are paying for and the cost of it. We have had, for exam- 
ple, occasions of the running of a time-chartered ship on a route fol- 

owed ~ a subsidized carrier while a berth carrier was running with 

space available. I have not been able to get any approach even to the 
Slative costs that are involved, whether it would have been cheaper 
for the MSTS to use the berth space and let its time-chartered vessel 
sit there, or whether it is cheaper to run the time-chartered vessel, or 
just where the taxpayer would come off best in the overall considera- 
tion of it. Is there anyone who studies that problem of the two types 
of cost to compare them ¢ 

Mr. Tuomas. Yes, Mr. Chairman, in normal times they do, but you 
take in the buildup for Korea and during Korea we happened to have 
a lot of duplication in certain areas, and we had situations existing 
there that would not have existed in normal times, because we were 
trying to carry the tremendous logistic burden due to going to those 
forward areas, and you cannot do it on a straight line commercial 
basis, like you run a business. When we get back to normal times 
those factors are taken into consideration, and there is no reason why 
there should be duplication of that type in normal times. 
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Mr. Avren. Well, I agree with you, but is there anyone who is 
studying it? 

Mr. Tuomas. Yes, sir. 

Mr. Auten. So far I have not been able to find anyone who can give 
those answers. I believe the Department of Commerce representatives 
suggested that the General Accounting Office should conduct the study, 
but it seems to me that someone within the executive departments 
should have those figures. 

Mr. Tuomas. We can give you the MSTS costs. We cannot give 
you all of the other costs from some outside agency, but we can give 
you the MSTS costs. 

Mr. Auten. But can you give them on a basis that would furnish 
a comparison with the cost of handling the service by private industry ? 

Mr. THomas. Oh, I would say we could, but then you get back to 
the original statement which I made, you are going to have to have 
a hard core of vessels available like MSTS, and if you have that, it 
is going to cost you some money, and it is going to compete, in certain 
ways, with private industry, and it may be in certain w ays, more costly, 
but I think we are all in agreement th: at we have to have that hard 
core. The answer is we keey pittoaminimum. We have a minimum 
of duplication and a minimum of expense. I would vigorously resist 
doing away with MSTS, because T do not think that we could fight the 
next war which we may be called upon to fight with the great logistics 
load we may have to carry without some basic fleet with which we 
could get into operation overnight if called upon. 

Mr. SHeuiey. Mr. Secretary, have you ever heard anybody suggest 
that we do away with MSTS? 

Mr. Tuomas. No; but I just want to get the record clear, that as 
long as we have MSTS we are going to have some duplication and 
competition with private industry, the private shipping industry, 
and you will probably have in some areas, due to the cost of training 
crews, and the like, some higher costs, but I say that it is up to us to 
see that it is kept at a minimum. 

Mr. Suetiry. I just wanted to clarify the record a little further, 
because I think some people may develop the thought that there is a 
move to do away with MSTS. I do not think that there is any such 
idea at all, but I think there is a very definite effort to find out where 
the gears can be meshed more properly, where MSTS can be cut back 
and not continually expanded. 

Mr. Tuomas. Yes; I agree with that. We are in thorough accord 
with that position. 

Mr. Aten. I still have not gotten down to my cost figures yet. I 
have in mind, for example, the incident when the Cornhusker-Mariner 
went on the rocks in Korea. I think it is true the way the books are 
kept on MSTS cost that there was no loss shown for the loss of the 
vessel, but that actually it may have been less expensive from their 
appropriated funds to send a new vessel over and have it go on the 
rocks and bring the crew back. The way the books are kept it would 
show that there was less cost in leaving the ship over there than if 
they brought it back and reloaded it. Quite obviously the books of a 
private enterprise are kept differently and they would show the cost 
of insurance and the cost of the loss of capital somewhere along the 
line. 
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What I would like to find is a system of figuring with regard to 
MSTS costs which would include the costs which are not shown on 

their books, and which are possibly in excess of cash outlays by any 
Department. If we could get them all in one place where we could 
see them we might have an opportunity to find out which services are 
less expensive. 

Mr. Tuomas. Well, Mr. Chairman, MSTS has its cost figures. One 
of our primary objectives has been to see that the Department of De- 
fense and the military departments kept their books on a. comparable 
basis with industry so that you could make a comparison of costs. We 
are getting into the stock funds and the industry funds, and we are 
keeping these books when we get into those funds on exactly the same 
basis that industry keeps their books. We may not have the deprecia- 
tion, and we may not have the taxes as a factor in the cost, but when- 
ever we set up a figure to compare with that of industry we take ¢ 
depreciation figure, and we take a tax figure, and we set it up on a 
basis where the figures are comparable. We have all of the operating 
costs and all of the overhead costs that industry has, and the figures 
that have come out of our Department, the ones I have been responsible 
for, give you all of the costs even though you do not have depreciation 
costs set up as such, for instance, as one of the costs in your stock fund 
and industrial fund, but we set up a depreciation factor and a tax 
factor so that you can get a comparable cost. 

So, you have a comparable figure. When you have a stock fund 
or industrial fund, you can do it, and you can set it up exactly the 
same as industry. 

Mr. AtLEN. You would be satisfied with the cost of MSTS on the 
basis of costs of comparability obtained by industry ¢ 

Mr. Tuomas. We will take our costs and compensate for the other 
factor, and they would be comparable to industry. I will tell you 
right now that they will probably be higher, but that is one of 
your factors of keeping your base nucleus fleet for your mobilization 
responsibilities. 

Mr. Auten. There is another subject on which I would like an 
expression, and that subject is something along this line: 

I understand that our Nation is the only one that maintains this 
type of nucleus fleet, and that other maritime nations, for example, 
Great Britain rely completely on the privately owned merchant 
marine, or which is, at least, privately oper: ated during periods of 
time. 

Could you tell us what their system is, and where it is different, and 
where it 1s better or worse? 

Mr. Tuomas. I will grant that the British and the French and 
the others do not have a nucleus fleet, but if you would look at the 
logistical load that we carried in the last war, and the load which we 
would have to carr y in another war, you do not have a comparable 
situation, by any stretch of the imagination. 

So, I would say, granted that they do not have a nucleus fleet, that 
does not in any way mean to defend our country, and to carry the 
load we have to carry, and our worldwide commitments, we should 
not have to have a nucleus fleet. 

There has never been anything like it in the whole history of the 
world, and we could not handle it without the nucleus fleet. 
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Mr. ALLEN. Why would you not be better off by expanding the 
private management organizations, and their operations, and use them 
as a nucleus? 

I understand that is what is done in almost every other industry, 
with the exception of the merchant marine. 

Mr. Tuomas. Mr. Chairman, I think it is our policy to do that as 
far as we can, but we must be prepared to act immediately, if this 
country were attacked or if we went to war. We cannot go out into 
private industry and get shipping once the war starts. We have to 
have a small basic fleet that we can control overnight. 

Mr. ALLEN. Why can you not get the subsidized fleet available 
within a matter of hours? 

Mr. Tuomas. I do not think you have control of it, sir. 

Mr. Auten. As I recall, it is subject to requisition for use by the 
declaration of an emergency. 

Mr. Tuomas. I think that is right, theoretically, but in a practical 
application I do not think you have the controls that are necessary 
to start operations overnight. 

Mr. Auten. I think I am the only one on the committee who has 
never said that I agree that the nucleus fleet is necessary. I have 
asked why it was necessary, on occasions, and I do not think I ever 
got an answer. 

Getting back to some of the details, why is not the fleet of, say, the 
American President Lines, which has possibly 10 vessels spread 
around pretty close to the Equator, more available in an all-out 
emergency, if an emergency develops, than some Indian Ocean fleet, 
for the removal of nationals and your own nucleus fleet ? 

Mr. Tuomas. Well, they would be used for that, but those are scat- 
tered. You have a part of your nucleus fleet which can be available 
overnight, and which is available for emergencies. The other fleets 
are spread throughout the world, and I do not think you could defend 
your country without a hard-core nucleus fleet. 

You see, I have been in this logistics area for a good many years, and 
unless you have been in the forward areas, and have seen the tre- 
mendous amounts of equipment and of fuel and the like that has to 
be transported back and forth, it is hard to realize just what this bur- 
den is. 

Mr. Auten. I will agree with that, but is it not true that most of 
that has been carried by the merchant fleet, sir? 

Mr. Tuomas. In an emergency most of it would be carried by the 
merchant fleet, but we are only talking about a small, hard-core basic 
nucleus fleet, which you have to have ready for immediate operation. 

Mr. Atten. The point I am driving at is that it seems to me you are 
devoting so much of your energies to this nucleus fleet which, by its 
very definition, would carry only a small—very small—percentage of 
the logistical operation that would be needed, but in developing that, 
it seems to me that there is no equivalent effort to develop a merchant 
marine sufficient to augment it, and it would seem to me, based on 
experience of the past, that it has been proven that it is the merchant 
marine organization that has to be expanded. 

It is not the nucleus fleet, as I see it, which has ever been compar- 
ably expanded. 

Mr. Tuomas. Well, of course, we are not expanding the nucleus 
fleet now. We are contracting it, but whenever you have a war, you 
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do both. You expand your nucleus fleet, and everything else, but your 
nucleus fleet is merely a fleet which gets into operations fast, and is 
controlled under instantaneous control of your military. 

However, you utilize the merchant marine, and the big majority of 
the equipment is carried by the merchant marine. 

Mr. Auten. Is it felt that the merchant marine has not gone along 
sufficiently to be the auxiliary which would be required ¢ 

Mr. Tuomas. I think your merchant marine is in a very serious 
condition. I do not think there is any question about that. How- 
ever, I do not know how that question can be solved with appropria- 
tions as they are today. They do not have the money to allocate it 
to build a merchant marine. 

Now, we get back, again, to the same point that we have covered a 
good many times, and that is, if your hard core—MSTS—nucleus 
fleet is eliminated, you might very easily endanger the safety of the 
country and it does not solve, to any extent, your merchant marine 
problem. 

Mr. Auten. Well, I can give you an argument on that, but I want 
your views, and not mine. 

Mr. Tuomas. That is very definitely, our opinion. 

Mr. Aten. I have been trying to get someone to tell me, in order 
that I could explain it to someone else, where the merchant fleet and 
its availability is much different from the civilian-manned nucleus 
fleet. 

Now, we have said that a fleet spread all around the world would 
not be immediately available, but do you not spread the nucleus fleet 
all ovér the world? 

Mr. Tuomas. Not all of it. A lot of it is available, and will be 
available for immediate operations. 

Mr. Auten. I presume that is true, and that that is one reason for 
having a nucleus fleet. You can hold it here for outgoing passengers. 

Mr. Tuomas. It is costly to do that, but it would be much more 
costly not to keep those ships in operation. 

However, that is a part of the defense structure, and mobilization. 

Mr. Auten. I think that is the first statement that justifies the 
nucleus fleet which no one would argue with, but as to the services that 
are in operation, paralleling the ordinary trade routes, why is it not 
better for the Navy to build up additionai services, or additional trade 
routes by fostering the private operators than it is to keep many of 
the nucleus fleet operating over those routes? 

Mr. Tuomas. I think it is doing that, other than with regard to 
this hard core which we are talking about now. 

You have to keep the basic hard core, and as I say, we are contract- 
ing that, and that basic hard core should be as small as it is possible 
within the confines of safety, and then beyond that we should look to 
the merchant marine. 

It is our policy to look to private shipping. That is very definitely 
the policy of this administration. 

Mr. Auten. Thank you for your patience in listening to me. 

Are there any further questions ? 

Mr. Ray. I am a little confused when you draw a line between hav- 
ing a nucleus fleet and when that nucleus fleet does things which pri- 
vate operators can do. 
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Mr. Tuomas. Well, the nucleus fleet is used for a lot of things that 
private operators cannot do. The nucleus fleet will go to certain base 
areas where you do not have commercial activities, or commercial 
shipping. It is so spotted that it can get into operation within hours. 

Mr. Ray. It is quite conceivable that you can have your nucleus 
fleet on hand, and available, but still not be using it for anything that 
private shipping companies could do. 

Mr. Tuomas. Well, I think that that is part of your mobilization 
reserve. 

Mr. Ray. Is that what you are working toward ? 

Mr. Tuomas. That is what it is for. I would not say that some 
of the things that it will do could not be done by private industry or 
by private shipping, but you do not have the controls over private 
shipping that you would have over that nucleus fleet. 

Mr. Ray. But, so far as utilization is concerned, under present 
conditious you could have carried by private lines things that now 
go by using the nucleus fleet ? 

Mr. Toomas. Not all of it, but part of it. 

The greater part of it, you could, but in so doing, in my opinion, 
you w ould endanger the security of the country. 

Mr. Ray. That is, if you did not use the nucleus fleet ? 

Mr. Tuomas. If you did not have it available. 

Mr. Ray. I would assume you have it available. 

Mr. Tuomas. That is, if you did not have it available and under 
direct control. 

Mr. Ray. That is what you mean when you refer to the hard core? 

Mr. Tuomas. Yes. 

Mr. Ray. But, are you working to make sure that that fleet is not 
used where private operations could now be used ? 

Mr. Tuomas. Yes; insofar as we can, and keep it as a hard-core 
nucleus fleet. 

As I said before, there will be come duplicating. As long as you 
have a nucleus fleet, there is bound to be some duplication. 

Mr. Ray. That means as long as you have a nucleus fleet, it will 
have to be utilized ? 

Mr. Tuomas. You utilize part of it, but the most of it you would 
not utilize the same way you would utilize a commercial operation. 
It is a different utilization. 

Mr. Ray. That is all. 

Mr. Auten. Any questions, Mr. Garmatz? 

Mr. Garmartz. No questions. 

Mr. Auten. Any questions, Mr. Shelley ? 

Mr. Suetiey. Is the nucleus fleet a set number of ships of varied 
types, or will the nucleus fleet vary in the number of vessels in the 
fleet, varying from time to time, according to the whims or desires of 
the Navy or the Defense requirement § ? 

Mr. Tuomas. Please do not say “whims.” 

Mr. Sueuiey. All right; requirements. 

Mr. Tromas. Yes; it will, very definitely, because in Korea it got 
up to 602 ships, and it is now down to approximately 300, and is being 
contracted down now. 

Mr. Sueuiey. If that is so, are we not being misled when we are 
constantly talked to about a nucleus fleet ? 
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It seems to me that the idea of a nucleus is a given number of ships 
that are under your control, which are operated by you and which 
could meet an immediate emergency situation overnight, and then 
any expansion from there on is no longer getting away from a nucleus, 
if through this adding you say “this is still our nucleus.” 

It seems to me that that is getting to the point of what a lot of this 
problem has been. 

Mr. Tuomas. You can take your nucleus fleet in Korea, and it 
started out with a small number of vessels. We went to private 
industry in every case we could, and private shipping was not avail- 
able, and when it was not available, then we pulled out of the reserve 
fleet into the active nucleus fleet certain vessels, because such space 
was not available in private industry. 

We went to private industry for all we could get from them, and 
these vessels which were pulled out to build up the fleet were only to 
meet an emergency. 

Mr. Suetiey. Did the MSTS, or the Defense Department or the 
Navy Department, whichever one has the responsibility for so doing, 
have a figure for a nucleus fleet prior to the outbreak of the Korean 
situation, or has that been a theory which has been developed since? 

Mr. Tuomas. I cannot say that they had a specific figure. I was 
not here at that time. 

However, I will say that the MSTS now, if you appraise your world 
commitments and appraise the various programs and the world situa- 
tion, that you would work toward a basic nucleus fleet of so many ships. 

Now, the conditions beyond that would depend. I mean, if you 
got in another Korea or a thing like that, and you could not get ship- 
ping from private industry, you would then pull out your reserve 
ships. You see, ships were not pulled out during Korea and run in 
competition with private industry. We only pulled them out of 
reserve when we could not get through private shipping the capacity 
needed. 

Mr. Suetiey. Well, it seems to me that a part of our problem is 
trying to find out what this nucleus is, and say, “There it is; that is 
the nucleus fleet,” and then, if we get into a situation where you have 
to expand, then you have the private merchant marine to call upon 
or you have the reserve fleet to call upon, but your nucleus, as such, 
still remains in your nucleus fleet. 

Those are added on, or those are superimposed, and when you get 
to the point where you cut back, you cut back, but there is that nucleus. 

So far, your answers indicate that there is no figure for a nucleus, 
and that nucleus can be 100 ships and 300 ships some other time, 
and it can be 600 ships another time. 

Do I get that impression correctly ? 

Mr. Tuomas. I think that is right, but I think you would have to 
bear in mind certain factors. 

Conditions vary so much, and we are cutting back now to 210 vessels, 
and included in that number is 57 amphibious craft that you really 
should not include in consideration. A year from now you might cut 
that back still further, and you might have to increase it, depending 
upon the situation, which is so volatile and which changes so fast, but 
the whole program and policy of the Defense Department is to cut 
that fleet back within the confines of safety. 
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Mr. Suetiey. If you have a nucleus fleet of, let us say, 210 vessels, 
and a year from now you decide that the world situation is such that 
we have to, within the next 20 days, increase this by 100 vessels, what 
provisions does the Navy Department have for manning and training 
for such an increase ? 

Mr. Tuomas. Well, Mr. Shelley, there might be some misconception 
on that. 

In that nucleus fleet that we are talking about, there were 602 
vessels and that number is now going to be cut back to 210. 

In that number, there were only 22 such vessels, at the peak, manned 
by naval personnel, and normally there are only 14 manned by naval 
personnel. 

Mr. Suetiey. Therefore, your expansion from the small nuclei to 
the great big one, comes from people in the industry and the private 
industry ope erators, anyway ¢ 

Mr. Tuomas. It comes, first, from that, and when you exhaust that, 
you go into your reserve. 

Mr. Suetiey. The training of people by the private merchant 
marine industry certainly gives you a field from which to draw for 
personnel ; does it not ? 

Mr. Tuomas. That is right. 

Mr. Suetiey. Does the Department of the Navy take any interest 
in seeing that such training facilities are maintained for the private 
merchant marine? 

Do they have an interest in that end of it, at all? 

Mr. Tuomas. They have an interest in it. 

Mr. Sueiiey. But, it is not their responsibility to maintain it? 

Mr. Tuomas. It is to our interest to encourage it, and do everything 
we can to see that it is done. 

I would say that the military has a very definite interest there. It 
is so logical that we are interested in the merchant marine that we 
should do everything we can to not only perpetuate it but to see that 
it is in a healthy condition. That is the thing that disturbs all of us; 
it is not in a healthy condition. 

That is the thing that disturbs all of us. How can you improve it 
under present circumstances? I am at a loss to know that, and I do 
not think MSTS represents anything like the basic problem in our 
merchant marine situation. 

Mr. Suetrey. I still cannot understand how we can use the word 
“nucleus,” Mr. Chairman, or “hard core,” if we are going to be moving 
it up and down all the time. 

Mr. Tuomas. Well, it is a nucleus for expansion. 

Mr. Suetzey. It could be 200 ships today, and it could be 600 ships a 
couple of months from now. 

Mr. Tromas. You start from, and expand a nucleus fleet. That is 
what it is. 

Mr. Suetiey. There is no set figure for that nucleus? 

Mr. Tuomas. I do not see how there can be, because under present 
conditions we do not know what our requirements will be from day to 
day in this world situation. 

Mr. Suetiey. M: iybe I should better go back to my dictionary, and 
my old biology books, and find out what the definition of a nucleus is. 

That is all, Mr. Chairman. 

Mr. Aten. Mr. Bonner? 
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Mr. Bonner. Mr. Secretary, is there any program in MSTS or the 
national defense structure to bring the reserve fleet up in class? 

The reason I ask that is because we are confronted here from time 
to time with the shipyard operators in regard to the lack of business 
in the shipyards to maintain them for the national defense. 

Is it possible, during what we might call a lull to bring the reserve 
fleet up to a higher efficiency over war-built vessels ¢ 

Mr. Tuomas. I do not think so, with the present appropriations, 
Mr. Bonner. 

Mr. Bonner. Well, I say, is it possible to bring the reserve fleet 
up if we give it the proper attention and, thereby, give employment 
and work in shipping and utilization of shipping ¢ 

Mr. Tuomas. Yes; I think so, and I think you will get more out of 
Admiral Leggett’s testimony on that. 

As I say, in regard to conditions of private shipbuilding industry, 
you will have in the future some block obsolescence. You will have 
large blocks of ships that will become obsolescent in the years ahead. 

Mr. Bonner. We would not have to again build emergency vessels, if 
we could repair these vessels and bring them.up higher in class, and 
operating efficiency. Is that worth while ? 

Mr. THomas. Well, I would say it was, and I think that is going to 
be where you would have to look for your final solution, because your 
merchant marine is running down so fast now that in a few more years, 
you will have a very serious situation, and then, as I say, if you have 
an emergency and you start your shipbuilding programs, you can build 
a lot of ships, but they come out at the end of the emergency, as a rule, 
rather than at the start of it. 

You are getting, I think, really to the crux of it. 

Mr. Bonner. You say the merchant marine is getting down so 
rapidly now, and that is what is being told us, but from your broad 
experience, what is the trouble or what can Congress or this com- 
mittee do? 

What is the trouble, and what is the reason for its running down? 

Mr. Tuomas. Your basic trouble is your cost of operating versus 
your foreign flags. 

Mr. Bonner. Is there any cure for that? 

Mr. Tuomas. Well, I came to talk about general policy, and I am 
not sure I can answer that one. 

Mr. Bonner. That is all, Mr. Chairman. 

Mr. Aten. Mr. Secretary, there are 2 or 3 other things which 
I would like to know: 

Is there any lack of coordination, if this is a fair question, between 
the departments that are concerned with the merchant marine, which 
brings about a failure to implement the overall policy, with which 
this committee should concern itself? 

Mr. Tomas. Well, we could probably have a better coordination 
than we have had. 

Mr. Auten. Is that at the top level, or further down in the echelons? 

Mr. Tuomas. I would be inclined to say it is further down. 

Mr. Auten. Is there any change in the existing law that seems to be 
indicated as being desirable, from your standpoint? 

Mr. Tuomas. Are you talking now about MSTS? 

Mr. Auten. No, sir; the Merchant Marine Act. Is there any legis- 
lation that this committee might consider which would enable the mili- 
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tary or the Defense Department to make quicker and better and easier 
- s the merchant marine generally, and particularly subsidized 
ships 

Mr. Tuomas. Well, I think you will find in your later testimony that 
the merchant marine is deteriorating, and that you are going to run 
into block obsolescence later and that you should have ships available 
for the emergency, rather than after the emergency, and start a pro- 
gram to meet that emergency. 

That would take legislation. 

Mr. Auten. I have one remaining question: 

I think it is the policy between the Departments that the MSTS 
nucleus fleet should be fully used before any berth space is used, that 
being the next category for consideration. 

Is it necessary or is it the biggest overall economy to run these 
MSTS ships as near capacity as possible ? 

Mr. Tuomas. Well, I think the basic reason for your MSTS nucleus 
fleet is to have it there for an emergency. If you do that, you will 
have it so located at times that you will not run it purely from just a 
private competition basis. 

Mr. Auten. I do not want this hearing to conclude without saying 
that I think you have shown in your statement the greater concern for 
the merchant marine, as part of your field of eiankdoration, and to me, 
a better understanding of the problems that we have had in a long 
time. 

I want to thank you for that. 

Mr. Tuomas. Thank you, sir. 

Mr. Auten. Any further questions ? 

Thanks very much. 

It is now 8 minutes of 12 o’clock, Admiral Leggett. Do you think 
you can finish in 4 or 5 minutes, or do you want to come back to- 
morrow ¢ 

Admiral Leccerr. I wish I could finish in 4 or 5 minutes, but I have 
a statement which will take longer than that to read. 

Mr. Auten. If it is agreeable with the committee, we will recess 
until tomorrow morning at 10 o’clock, and we will proceed promptly 
with the statement of Admiral Leggett. 

(Thereupon, the committee adjourned at 11:45 a. m., to reconvene 
Wednesday, April 14, 1954, at 10 a. m.) 
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CoMMITTEE ON MercHANT MarINE AND FISHERIES, 
Washington, D. C. 

The special subcommittee, pursuant to recess at 10 a. m., met in the 
committee room, Hon. John J. Allen, Jr. (chairman of the subcommit- 
tee) presiding. 

Mr. Aten. The subcommittee will come to order, and we will pro- 
ceed with the hearing on the investigation of the Military Sea Trans- 
portation Service in its relationship to the operations of the merchant 
marine. 

We are pleased to see you back again, Admiral Leggett, and we will 
be pleased to have you make any statement which you would like to 
make. 

Admiral Leccerr. Thank you, Mr. Chairman; it is a pleasure to be 
back with you. 

I have a statement which is going to run about 10 minutes, but I 
would like, with the consent of the committee, to read it. 

Mr. Auten. Go right ahead, sir. 


STATEMENT OF REAR ADM. W. D. LEGGETT, JR., CHIEF, BUREAU 
OF SHIPS 


Admiral Leccert. I am glad to have the opportunity to discuss with 
you this morning the Navy’s policy of allocating its ship construction, 
conversion and repair work among naval and private shipyards, and 
the importance of the private shipbuilding industry to our national 
security. 

As Coordinator of Shipbuilding, Conversion, and Repair, I am 
responsible for procurement of ships and other watercraft for the 
Department of Defense. I am also responsible for coordinating re- 
pairs and conversions of ships and craft of the Department within the 
Dnited States, for mobilization planning, and for representing the 
Department in the coordination of such matters with the Maritime 
Administration and other Government agencies. 

I should mention also that the Bureau of Ships has important tech- 
nical and procurement responsibilities in the maintenance, construc- 
tion and conversion, and material planning for ships administra- 
tively assigned to the Military Sea Transportation Service. 
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A healthy private shipbuilding industry, which is a primary con- 
cern of the Bureau of Ships, cannot be maintained by Navy ship- 
building programs alone. It is dependent also upon the existence of 
a hes althy merchant marine which, in turn, depends upon our ability to 
compete successfully with the fleets of foreign nations. 

Other witnesses from the Department of Defense have discussed, or 
will discuss, the necessity for an adequate merchant marine as well as 
the current deficiencies in our active and reserve merchant fleets. 

If we acknowledge the need for an adequate merchant fleet, we auto- 
matically accept the premise that a healthy private shipbuilding 
industry must be maintained in order that, upon mobilization, our vast 
and urgent requirements for new ships and new-ship work of all 
kinds can be met. The outset of two world wars found our country’s 
shipbuilding industry unprepared to meet the sudden demands placed 
upon it; in both these wars, however, we had a year or two to recruit 
shipyard personnel, expand our facilities, and get started on the 
business of augmenting our merchant marine. Even with this notice, 
we suffered sorely in 1942 and 1943, before our private shipbuilding 
industry could respond with new construction to counterbalance the 
serious losses we were encountering. 

During World War II, more than 1,300 combatant ships of all types 
were turned out by private industry, plus additional thousands of 
merchant ships. Employment reached 1,378,000. The industry built 
about 63 percent of our combatant ship tonnage, as well as virtually 
all of our auxiliaries and landing craft. 

The situation confronting us today with regard to the shipbuilding 
industry is more like 1941 than 1939, in the sense that our mobiliza- 
tion planning does not envisage a prolonged period available for 
preparation. Actually, because of the increased complexity of modern 
naval, and to a lesser extent, merchant vessels, the facilities and skills 
we should have today should be more diverse and in larger numbers 
than we had in 1941. 

We must assume, moreover, that we shall have an equal or greater 
need for new construction in the period immediately following the 
outbreak of any future war, than during the last war. We area bigger 
Nation; we can produce more; we have more farflung commitments. 
While we march up the hill in most of our national capabilities, our 
shipbuilding potential is marching down. 

It is my opinion that the industry i is not prepared teday to meet the 
sudden challenge of a full-scale emergency. In December 1941 there 
were 366,400 employ ees in our private shipyards. In January 1954 
there were 118,100. In December 1941 there was the private ship- 
building industry which had under construction or on order 886 mer- 
chant ships of 2,000 gross tons or over. Today we have about 29 
oce angoing merchant ships under construction, all of which, except 
3, are scheduled for completion this year. 

No new orders for oceangoing ships were placed in 1953 and such 
additional work of this kind as appears to be in prospect still has 
many hurdles to clear. 

The only ray of hope in this situation is the naval construction and 
conversion program on which private industry is becoming more and 
more dependent. In December 1941, the Navy had 343 combatant 
ships and 620 vessels of other types building in 100 private yards, 





MILITARY SEA TRANSPORTATION SERVICE 


At present, the Navy has 232 combatant ships and 58 vessels of other 
types building in 51 private yards. 

The essential difference, however, between our position now and in 
1941 lies in the fact that commercial ship construction, within the 
coming year, is expected to reach the vanishing point. In 1941, on 
the other hand, as shown by the figures I have already mentioned, there 
was a substantial amount of new construction for private account to 
supplement the Navy work available to maintain an adequate mobiliza- 
tion base. 

I believe that you will be interested in knowing just what steps the 
Navy has taken to improve the economic outlook of the private ship- 
building and repair industry. First, the Navy, for the past several 
years, has been awarding most of its new construction work to private 
yards. During fiscal 1954 all of such work is going to private indus- 
try. Up tothe present, we have been reasonably successful in helping 
to maintain, through normal competition, a fairly broad mobilization 
base of operating yards widely dispersed throughout our coastal areas. 
We could not have done this unless there had been some commercial 
work to supplement the available Navy work. 

Our east coast private yards have received most of the large com- 
batant ship construction, chiefly because the major proportion of our 
country’s facilities for building large steel ships are located there. For 
example, all three of the private yards capable of building a Forrestal 
class carrier are located on the east coast. 

On the other hand, west coast yards have received substantial awards 
for the construction of mine-sweepers, an inshore fire support ship, 
harbor tugs, boats, and other vessels. There has been also a sizable 
distribution of construction work to yards on the gulf coast, Great 
Lakes, and inland waterways. 

During the past year, however, the growing scarcity of new com- 
mercial work has caused the Bureau to critically reexamine the stra- 
tegic results being achieved from its ship awards. The Bureau has 
been particularly concerned with the threat to the core of its mobiliza- 
tion base, consisting of the operating private yards qualified for con- 
struction of large combatant vessels. There are relatively few such 
yards in the country. 

The Bethlehem yard at Quincy, Mass., for example, was faced with 
the prospects of no work, either naval or commercial, by the end of 
1954, and consideration was being given to closing the yard. The 
Quincy yard, as you know, is the key yard for the far-flung Bethle- 
hem organization consisting of more than a dozen yards widely dis- 
persed throughout the country. Many of these yards are proficient in 
the construction of large combatant types. The Quincy yard had 
always, in the past, provided a nucleus of specialized design and pro- 
ductive personnel necessary to train and staff other yards in the event 
of a full-seale emergency. 

The Navy could ill afford to see the Quincy yard close because the 
Bethlehem organization represents about 60 percent of our commer- 
cial mobilization potential for combatant ships, of escort size and 
above. For this reason, the Navy awarded a contract to Quincy for 
the construction of three destroyers at a price which was $6,545,040 
higher than that quoted by the low bidder. 

An exhaustive appraisal was made of all factors involved prior to 
making this award. It was considered that the interests of long- 
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range preparedness outweighed those of short-range economy. The 
value of the Bethlehem organization, in terms of mobilization readi- 
ness, to the Navy was considered to be worth much more than the 
premium paid. . 

I assure you, however, that the Navy is most reluctant to spend its 
ship construction and conversion funds in this manner. We have gen- 
erally in the past followed the practice, in competitive procurements, 
of making our awards to the lowest responsible, conforming bidders. 
We would prefer not to pay a premium to keep any particular yard 
in operation. We feel that we must continue, nevertheless, in the 
interest of preserving shipyards capable of building large combatant 
ships, to give careful consideration not only to price, but also to the 
need for supporting an adequate mobilization base of operating ship- 
yards, and to the equally important requirement of maintaining a 
widely dispersed shipbuilding potential. We must avoid, if possible, 
the overconcentration of our limited naval construction in a few yards. 

With regard to repair work, the Navy last year adopted the policy 
of awarding the overhauls of most active fleet auxiliaries, together 
with selected combatant ships, to private yards. Previously, these 
yards had been regularly receiving repairs to service craft, overhauls 
of reserve fleet ships, and similar work. During the last 214 years the 
Navy has awarded repair and overhaul work having a dollar value of 
approximately $271 million to private yards. 

While recognizing the need for increased support to our private 
yards, the Bureau of Ships has not lost sight of the fact that the mo- 
bilization readiness of our naval shipyards, which represent the first- 
line support for our operating forces, must also be maintained. The 
overhaul and repair of most combatant ships, therefore, has been 
reserved for the naval shipyards. This work, in many cases, requires 
specialized skills, techniques, and facilities, particularly with regard 
to electronics and ordnance, which are not available or supportable 
at many of our private shipyards. 

There has been a progressive decline during the past year in naval 
shipyard employment. As of June 30, 1953, employment totaled 130,- 
100. As of March 1, 1954, the total was 118,900. A further decline 
to 115,600 is expected by June 30, 1954. This has been accompanied 
by some increase in employment on naval work in private yards. 

Unfortunately, this additional Navy work has not been effective in 
stabilizing employment in our private yards. During the past several 
months, private-yard employment has declined from about 121,000 to 
118,000. As the privately owned and Mariner construction work now 
on the ways is completed, this employment total is expected to decline 
drastically later on this year. 

This will result in an increase in the proportion of employees 
engaged in Navy work to total private-yard employment. Unless 
new work is forthcoming, the Navy will thus find itself in the un- 
enviable position of being the industry’s principal support. 

One of the most serious aspects of this situation lies in the fact that 
highly skilled shipyard employees are being dispersed among other 
industries which can provide more stable employment. Once they 
leave our private shipyards, they do not return except in time of 
emergency. Historically, the bulk of our ship construction in private 
yards has become available near the end or even after the termination 
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of hostilities. In the event of another emergency, we may not have 
enough time to either recruit or train new workers. 

Our planning staff in the Bureau of Ships, during the past year, 
has made an exhaustive study of the problems besetting the private 
shipbuilding industry and has come forward with recommendations 
which, I believe, are worthy of consideration. 

The Merchant Marine Act of 1936 was enacted to foster the de- 
velopment and to encourage the maintenance of a merchant fleet cap- 
able of serving as a naval and military auxiliary in time of war or na- 
tional emergency, and composed of the best-equipped, safest, and 
most suitable types of vessels constructed in the United States. This 
act was tended to provide adequate incentives for a continuing 
merchant ship program. This objective is not, at present, being at- 
tained. This is attested by a contrast of conditions in American ship- 
yards with those in foreign shipyards. The United States today is in 
sixth place in shipbuilding among the countries of the world. Foreign 
maritime countries regard their merchant marines as instruments of 
national policy and heavily subsidize their private yards. Shipbuild- 
ing abroad is a stable industry. Because of stability of employment, 
lower wages and lower costs generally, these countries have consist- 
ently been able to build more cheaply than United States yards. In 
the past few years, foreign yards have constructed for American 
interests tankers and other ships which could have been built in our 
own yards. 

The most important step and the only one promising a reasonably 
long-term solution, is to provide incentives to private risk capital. I 
do not consider it within my province to suggest the form such in- 
ducements should take. I am sure, however, that they must be under- 
standable, firm, and sufficient, to restore the American shipbuilding 
industry. 

Once this step is taken, I believe that the urgent need now existing 
for modernization of our active and reserve merchant fleets will 
stimulate the construction of new ships. About 80 percent of our 
country’s active merchant marine fleet will become obsolete in a block 
within the next 10 years. Moreover, about 90 percent of the dry cargo 
ships in the national defense reserve fleet have a design speed of only 
11 knots or less. The bulk of these, of course, consists of more than 
1,400 Liberty ships which were hastily constructed during World War 
II to a design which was already obsolete at that time. 

The reserve fleet is also deficient with regard to large oceangoing 
tankers and troop ships of adequate speed. 

Last summer the Department of Defense, in the course of hearings 
before a special subcommittee of the Senate Interstate and Foreign 
Commerce Committee, went on record that there was an immediate 
deficiency of 214 merchant-type vessels, consisting of 165 cargo ships, 
6 large passenger ships, and 43 large tankers. 

(See appendix, p. 481.) 

To summarize this aspect of the situation, I would like to quote 
Secretary Weeks who said last week before this subcommittee that 
“Weighed in terms of a war or national emergency, the (merchant) 
fleet is grossly inadequate” in both quantity and quality. 

It is apparent, therefore, that plenty of room exists for improve- 
ment in the condition of our merchant marine. Needless to say, 
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effective steps to attain such improvement would be of great benefit 
to the private shipbuilding industry. 

Based upon our analysis of current and prospective workload needs 
of the industry, and pending the implementation of some permanent 
solution, it would appear that the maintenance of the shipbuilding 
potential of the country is dependent on some interim solution such 
as a Government-sponsored or emergency construction program. It is 
not my privilege or responsibility to recommend what such a program 
should be. For the provision of minimum workload in the shipyards, 
however, it should start at the earliest possible time and consist of at 
least 20 ships annually. It would not, in any sense, be a permanent 
solution to our problem. It would, however, keep a number of yards 
for closing in the next year, and provide employment for men whose 
skills and facilities will be urgently required in the event of a full- 

vale emergency. 

The only permanent solution is, of course, to provide greater incen- 
tives to commercial operators, to place orders for new merchant ships 
on a continuing basis. Such a program would best fulfill the national 
policy stated in the Merchant Marine Act of 1936, by providing us 
with an annual increment of new ships and at the same time provide 
needed work and stable employment for our private shipbuilding 
industry. 

In closing, may I repeat that my concern is with the shipbuilding 
industry which was in effect declared a distressed industry 2 years ago. 
The situation has deteriorated steadily since that time. The Navy 
finds itself today in the most unhappy position of becoming almost the 
sole source of support for an industry, many of whose firms are facing 
now the practical question of whether to remain in operation or close 
up. It is a grim prospect for them and for us. It is not a situation 
which lends itself, at this moment, to broad, long-range policies. We 
will continue to do our utmost with what we have, but I think we must 
fact the fact that the Navy’s construction programs cannot alone sup- 
port an adequate defense nucleus of operating shipyards for both 
naval and merchant types. 

I wish to thank you, Mr. Chairman and members of the subcommit- 
tee, for affording me the opportunity to testify on a matter of great 
public interest. 

Mr. Auten. Thank you, Admiral. 

At the outset, I will go back to your statement on page 9, where you 
state “The most important step, and the only one promising a reason- 
ably long-term solution, is to provide incentives to private risk 
capital.” 

I would suggest to you that another subcommittee of the full Com- 
mittee on Merchant Marine and Fisheries, is now having hearings on a 
mortgage insurance bill which attempts to accomplish just that end, 
and I think it would be a inenealeutly important contribution if you 
would appear and make almost this statement for the benefit of the 
record on the hearing on that bill. 

Admiral Leccerr. I will be very happy to do so, sir.° 

Mr. Aten. If it is agreeable, I writ Gnanent that to Chairman Tol- 
lefson, and ask that he include that. It would be a very valuable con- 
tribution to that record. 

Mr. Ray, do you have any questions? 
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Mr. Ray. On page 3, toward the bottom of the page, Admiral 
Leggett, you speak of the 100 private yards which were operating in 
1941, and the 51 private yards which are now operating. 

Admiral Leeeetr. Yes, sir. 

Mr. Ray. Is the 51 figure an adequate number, looking ahead and 
considering the needs of the country ¢ 

Admiral Leecerr. I would say that 51 is an adequate number; yes, 
sir. 

If we could maintain the 51 yards which we now have in operation, 
I feel that they would provide us a sufficient nucleus from which to 
expand to the 100 yards which we will probably need in the event of 
an emergency. 

Mr. Ray. This may be insignificant, but I will ask it anyway: 

Is there a problem of offshore procurement ? 

Do you have repair work done elsewhere than in the United States, 
for example? 

Admiral Leecerr. I think my answer to that should be “no,” and 
then I will qualify it to the extent of saying that ships which are per- 
manently on foreign station and do not come back to the United 
States—we have some out in the Far East—those ships are repaired 
in the area. 

Emergency repairs to our active fleet in that area are also made. 

Mr. Ray. What about construction ? 

Admiral Leeeerr. Under the Navy appropriation, we have no con- 
struction anywhere except in the United States. Under the Mutual 
Security Appropriations, we build ships both abroad and in the United 
States. 

Mr. Ray. That is done under the supervision of the Navy 
Department ? 

Admiral Leccrrr. It is done under the supervision of the Bureau 
of Ships; yes, sir. 

We are the contracting agency for those ships built abroad. 

Mr. Ray. And, if we wanted to have the reasons as to why they are 
built abroad, then on that we should consult the other Department, 
or can you answer that? 

Admiral Leecerr. Yes, sir; I think I can answer that. I have 
answered it repeatedly to various delegations of Congress on the sub- 
ject over the last 2 years, and my answer has been generally that it is 
our interpretation of the will of Congress that it should be that way. 

That program, incidentally, Mr. Ray, is declining quite rapidly, 
as you are probably aware. 

Mr. Ray. Will it wind up at any time in the near future? 

Admiral Lecerrr. Well, in that, of course, that is up to Mr. Stassen 
to determine, but it is definitely heading in that direction. It has 
dropped from about $125 million the first year to roughly $90 million 
the second year, and down to $30 million for this year. 

Mr. Ray. These 51 yards are scattered all over the country ? 

Admiral Leeeert. Yes, sir. 

Mr. Ray. And some of them are located in areas where there are 
navy yards. 

Admiral Leacrrr. That is true; yes, sir. 

Mr. Ray. If you ‘distribute your work, and I understand the im- 
plications which I think are in the statement which you have read, 





176 MILITARY SEA TRANSPORTATION SERVICE 


you have to consider getting a fair share of the work to allot for the 
several periods and, then, I presume a fair share as between the navy 
yard and the private yards, both of which have to be sustained? 

Admiral Lecererr. That is what we try to do; yes, sir. 

Mr. Ray. And then among the private yards, the distribution is 
determined by competitive bidding, except for the cases such as you 
referred to where it is necessary to do something else in order to 
maintain a particular yard, and keep it from going under? 

Admiral Leccerr. That is true. 

Mr. Ray. That is all, Mr. Chairman. 

Mr. Auten. Mr. Bonner? 

Mr. Bonner. Mr. Chairman, I am very pleased to have this distin- 
guished North Carolinian here this morning, as our witness. 

Admiral Leecetr. Thank you, sir. 

Mr. Bonner. We are very proud of him in North Carolina. He 
comes from a great North Carolina family, which has contributed to 
the welfare of this Nation in great measure. 

Admiral, on the bottom of page 10, and I quote: 

A healthy private shipbuilding industry, which is the primary concern of the 
Bureau of Ships, cannot be maintained by the Navy shipbuilding program alone. 
It is dependent also upon the existence of a healthy merchant marine which, 
in turn, depends upon our ability to compete successfully with the fleets of 
foreign nations. 

That is the subject, just exactly, that this committee is most con- 
cerned with, and that is, are we going to make our merchant marine 
capable of successfully competing with the fleets of foreign nations? 
That is our problem today. 

Admiral Leceerr. Mr. Bonner, I would like to give you an opinion 
on that, but my particular appearance before this committee is con- 
fined to the shipbuilding program. 

Mr. Bonner. I understand that, and I do not want to ask you any 
question which you would hesitate to answer, but that is the very thing 
this committee is concerned with, trying to find out how we can make 
our American merchant marine competitive with the foreign-flag 
ships, and we have to find some way, and it is by substantiating state- 
ments of you and other prominent men‘ that will support whatever 
action the committee takes to make this competitive situation accept- 
able to the American public. 

Admiral Leecerr. I think that Admiral Good, who is going to fol- 
low me, is more nearly qualified as a spokesman for the Department 
of Defense on that particular subject than I am. 

Mr. Bonner. Well, I am most anxious to get all the support that 
the committee can obtain on that subject. 

You would hesitate to comment on that? 

Admiral Leccerr. We feel very strongly, as I have said in my state- 
ment later on, that some revision of the Merchant Marine Act is neces- 
sary in order to provide a continuity and a long-range program. I 
have not consulted with the Maritime Administration on this particu- 
lar picture. I talk to the Maritime Administration about the details 
of shipbuilding and the allocation of shipwork and the technical points 
in ship construction, but I do not diseuss the operating policies with 
the Maritime Commission. That is another branch of the Department 
of Defense. 
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Mr. Bonner. In that connection, and on page 3, you state: “Today 
we have about 29 ocean-going merchant ships under construction, all 
of which, except three, are scheduled for completion this year. No 
new orders for ocean-going ships were placed in 1953, and such addi- 
tional work of this kind as appears to be in prospect still has many 
hurdles to clear.” 

What would we do with new ships of a type that you advocate to be 
built, augmenting the American merchant marine for national defense, 
after we have completed the ships? 

We are having great difficulty in supporting the American-flag 
ships that are now on berth operation, and the tramp operations, and 
the independent operators. 

What would we do if we built some additional new ships? What 
would we do with them ? 

Admiral Leccerr. The presumption is that they would replace ships 
which are already becoming obsolete. 

As I said later on in my statement, the merchant fleet, or a great 
part of it, will become obsolete in blocks within the next 10 years, and 
presumably we can operate more economically with a modern ship 
and it will have a much better chance of paying its way and making 
a profitable return for its owner, if we place new ships into circulation 
and retire some of the older ones to the reserve. 

Mr. Bonner. There is a possibility of building more modern type 
ships which would be more competitive ? 

Kamiral Leceetr. Yes, sir; we think so. 

Mr. Bonner. And which could operate to a greater extent without 
additional subsidies against foreign-flag vessels. 

Admiral Leccerr. It will make some improvement. I think at 
this point I should go off the record for this discussion. 

Mr. Bonner. All right. 

(Discussion off the record) 

Mr. Bonner. For your information, and for the information of 
those who are listening, we are talking about building ships. 

Admiral Leeeerr. Mr. Bonner, that is right. 

Mr. Bonner. The Appropriations Committee at the present time 
has not appropriated sufficient money to pay for the subsidy of the 
existing operations. So, now, therefore, with that background in 
mind, and with that thought in mind, I ask the question if we would 
authorize the construction of new ships, what would we do? Put 
them in the reserve fleet ? 

Admiral Leccetr. Well, of course, if there are no more cargoes to 
be carried, it is quite obvious we can carry everything we have in 
existing ships, and the only advantage in that case to be derived from 
new ships would be that you can reduce the cost of carrying cargoes 
by having more modern ships. 

Mr. Bonner. Today we are carrying less than 28 percent of our 
export cargo. 

Admiral Leccetr. That is right. 

Mr. Bonner. I was interested in your statement over here on pages 
5 and 7 where you deal with the Bethlehem yard at Quincy ? 

Admiral Leecer. Yes, sir. 

Mr. Boxner. And also your statement that it represents 60 per- 
cent of our commercial mobilization potential for combat ships. 





178 MILITARY SEA TRANSPORTATION SERVICE 


We could ill afford to lose that facility. 

Admiral Lxecerr. Yes, sir. 

Mr. Bonner. If that is such an important facility, and is such an 
efficient facility, just why could they not competitively bid with the 
other facilities existing, and that it came to pass that you had to pay 
$6.5 million more to have the construction done in their yard? 

Admiral Leccrerr. Well, one reason, of course, that makes it more 
difficult for them to bid is that they do maintain the kind of a technical 
organization that we are interested in—a large design staff, and very 
extensive facilities. 

Another reason is that they had been largely engaged in the con- 
struction of tankers and commercial ships. So, they had not been, I 
believe, particularly interested in going after Navy work, shall we say. 

I have made a comparison of the cost of Navy ships from Bethle- 
hem and other shipyards of comparable size and character, and the 
Bethlehem costs are not out of line. They are very close. 

So, there will be some higher and some lower than other compet- 
itive yards, but on the average, the Bethlehem costs have been compet- 
itive. 

At this particular time on this destroyer bid, they were up to the 
point where they had no other work at the Bethlehem Quincy yard. 
They made two bids which were qualified as follows: (1) if they re- 
ceived another contract which was also out, in which case their bid 
was very close to the lowest bidder. 

If they did not get that, then the destroyers which went into this 
yard on allocation ‘had to carry the whole overhead of the shipyard— 
the large engineering force, and the extensive facilities—and they had 
to carry it through a time of very low workload level, at the yard, 
because it takes some period of time before you can pick up work on a 
new ship allocation contract. 

We have studied it very carefully, and it has been reviewed by the 
Hess committee of the Armed Services Committee. The House Armed 
Services Committee has received this in detail, and their findings have 
supported our position in this, and they have gone into the books of 
the Bethlehem Co. on overhead and everything else, in detail. 

I think we are on very solid ground, sir, in saying that Bethlehem 
is a competitive producer under normal circumstances, and in this par- 
ticular instance they could not possibly have done it without taking a 
considerable loss, and they did reduce their bid, to some extent—by $ $1 
million a ship. So, we have, to all intents and purposes, cut out any 
profits that they might expect today from this additional cost. 

Mr. Bonner. The other bidders were reliable, and efficient, and ca- 
pable construction organizations? 

Admiral Leacetr. Y es, sir. 

Mr. Bonner. Well, of course, $6.5 million, as Government expendi- 
tures go now, is not much, but the hue and cry has been to get back to 
private industry, and private initiative, and competitive operations, 
and I am wondering whether we are going to get back there, or still 
carry on at cost- plus construction rates. 

Admiral Leceerr. Mr. Bonner, I am very glad that you asked that 
question. It is the very point which I am trying to make in my whole 
statement. 

With the Navy appropriation bill and by allocation of shipbuilding 
programs, we can support a good portion of the industry at what we 
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think is necessary for a mobilization base for both naval and com- 
mercial types. edie 

To provide that kind of support will cost us money, and it will come 
from the naval appropriations. So, instead of getting ships, we get 
these going facilities. We must have both. 

Mr. Bonner. So, we just credit this to subsidizing the Quincy yard 
to the extent of $6.5 million ? 

Admiral Leecert. I would not say that it was subsidizing the 
Quincy yard, sir; I would say that it is paying a premium for some- 
thing that we need to maintain for our purposes. 

As far as Quincy was concerned, they came down and said, “This is 
not the best business to be in, anyway, and we are seriously considering 
closing up our yard,” and that was where they left it. It was up to 
us to make the next move. 

Mr. Bonner. Well, I only say that because there has been criticism 
about subsidizing other features of the American economy, and we are 
anxious to keep them all going, and after all, that is just what this is. 

Admiral Lececrevr. We feel that there is a real need for doing it. 

Mr. Bonner. I understand that. 

Admiral Leacetr. We would not be doing it unless we felt there was 
a real need for it. 

Mr. Bonner. I appreciate that, and I am in sympathy with just 
what you have in mind. 

That is all, Mr. Chairman. 

Mr. Auten. Mr. Garmatz? 

Mr. Garmatz. Admiral, on this same page, you say that the only 
ray of hope in the situation is naval construction and conversion pro- 
grams in private industry. 

I think you are aware of the fact that the Bethlehem Shipbuilding 
Co. and the Maryland Dry Dock Co. are looking for a little ray of 
light of some sort at this time, with the Bethlehem Co. closing down 
with approximately 3,500 employees. 

I think their last ship will go down the ways in October, and I 
think the labor situation there will probably drop down to about 200 
employees. 

The same is true with the Maryland Dry Dock. They had over 
4,400 people there in 1952, and now they have 1,100, and by the end of 
May they will have less than 200, which will be just a maintenance 
crew there to keep the Maryland Dry Dock going. 

The situation there is very bad. 

I just wonder if there is any ray of hope from the Navy which could 
be directed to the ship repair and ship construction yards there in the 
city of Baltimore? 

Admiral Leccrerr. Mr. Garmatz, we are very well aware of that 
situation, and as for hope, yes. 

In closing my statement, I ended on the note that we were going 
to do the best we possibly could with the Navy appropriation. 

For that reason, it is most important to us that we know what the 
Congress is going to do about any other shipbuilding program. We 
do not want to duplicate any efforts of the Maritime Administration 
in maintaining these plants in operation, and in order to go ahead 
and get our programs out in a reasonable time, we are anxious that 
the Maritime Administration know what they are going to have to 
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place some time this summer, anyway, so that we can work together 
on this. 

Mr. Garmatz. Mr. Chairman, that is all. 

Mr. Bonner. Mr. Chairman, may I ask a question? 

Mr. ALueN. Yes. 

Mr. Bonner. Since the merchant marine is so important to the 
national defense, and since the appropriations to the merchant marine 
directly, through the Department of Commerce, have brought about a 
lot of criticism and tension as to the amount of money that is spent 
in that manner, would you advocate subsidies to construction and 
operation of the merchant marine coming from the appropriations 
of the National Defense Establishment, which are easy to secure in the 
Congress, and are acceptable generally by the public? 

Admiral Leccerr. No, sir; I would not, so long as we have the Mari- 
time Administration, and the Department of Commerce as a separate 
organization. I feel that we would only confuse the issue by dividing 
that responsibility between the Department of Defense and the De- 
partment of Commerce. 

Mr. Bonner. Well, it is an important thing to the defense of the 
country, and the Department of Defense is interested in it, and since 
a portion of the necessity for having a strong merchant marine is so 
sponsored by the National Defense Establishment, why should not the 
National Defense Establishment contribute to its existence? 

Admiral Leccerr. Mr. Bonner, we would like to see a merchant ma- 
rine that stood on its own feet. We feel that somehow that the long- 
range solution to this is some subsidy, if you will, which will place 
our merchant marine in a competitive position with foreign nations. 

I have gone through this in connection with some machinery de- 
velopments, and other things, for the Navy. The most satisfactory 
one I have ever had was when we teamed up with the locomotive in- 
dustry in the country when we started to building diesels, 

When they started building diesel locomotives, they adopted our sub- 
marine engine for their diesel locomotive, and we had complete co- 
operation with an industry which was supporting itself. 

We received an awful lot of development and support from that 
industry, and we gathered a lot for them. We would like to have the 
merchant marine on its own two feet, rather than being a complete 
Navy dependent in time of peace. 

Mr. Bonner. Not a complete Navy dependent, but you would pay 
your part of the maintenance of the American merchant marine in 
time of peace, just as you pay the full cost of combatant ships, and 
vessels, there. 

Do you operate any type of vessel in the Navy, or do you know 
of similar type vessels in MSTS comparable with those in private 
operation which operate more economically in MSTS or in the Navy? 

Admiral Leecrerr. Well, once again, sir, you are getting me into 
the area of operation where I do not belong. I just do not have 
enough figures to answer the question, sir. 

Mr. Bonner. That is all. 

Mr. Auten. Have you made any study as to the rates at which the 
shipyard industry can expand in an emergency ? 

For example, if you had 50,000 men working in shipyards over a 
sustained period of 7 or 8 or 10 years, and the industry had lost people 
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from it, who had gone into other industries, and if you wanted to 
build it up to a wartime strength of 1 million or so, how long would 
it take to do that? 

Admiral Leccrrr. If you wanted to build it up to a million or so, 
a lot would depend on where you start from. 

It took us in the last war 2 years to build up from 366,000 to 
1,370,000. 

If we started today from 118,000 people, it would take proportion- 
ately longer to build up to the same kind of a situation. 

The curve is a pretty orthodox curve, and out here it goes along 
like that. It all depends on where you start from and where you 
stop when you reach the top. 

Mr. Auten. My recollection of the figures in the last war, starting 
in 1939, seems to indicate that it would ‘about treble each year, it hav- 
ing started with 13,000, and then moved to 40,000 and moved in the 
second year to 120,000. 

Admiral Leecert. I think that is fair enough. That is what I was 
trying to say, and you said it much better. 

Mr. Auuen. Have you any figures as to the increase in efficiency 
in man-hours, and use of man-hours, as the yards become older, and 
their employees become better trained and able to supervise the new 
employees ? 

Admiral Leecerr. It makes a tremendous difference where you are 
changing designs of ships, or where you are building something as 
complicated as a warship. 

If you can build a merchant ship design and lay the work out and 
make it repetitive, and if you have enough of a nucleus to design these 
ships, and to lay out the work the first time, it does not inatter too 
much. 

Then, you can take almost anyone, and train them to do the repeti- 
tive operation. 

Mr. Auxen. I have seen 2 sets of figures and 1 in some hearings here 
indicated that the productivity on a man-hour basis incre ased from 
100 percent at the start to about 250 percent at the end of, I think it 
was, 18 months in some wartime yards. 

Would that figure be a reasonable sort of a figure to use? 

Admiral Leeeert. This is in some of the wartime yards which were 
building merchant type ships? 

Mr. ALLEN. Starting with a small nucleus and a large number of 
inexperienced shipyard workers. 

Admiral Leecetr. I would not attribute anything like that much 
to the improvement of the individuals’ capabilities. I would not 
doubt but what we had that much overall improvement, but I think 
a great deal of it should be attributed to better planning by the 
management staff, rather than by the improvement of the individual 
worker. 

Mr. AuLEN. We have also heard it said that it takes about 9 months 
to build a new wartime yard, but that it takes about 18 months to prop- 
erly man it with a reasonably skilled crew of workers. Would that 
seem to be a reasonable statement, Admiral ? 

Admiral Leecerr. Yes, I think that is a reasonable statement. 

Mr. Auten. We need skills more than we need laid out yards? 

Admiral Leacerr. We definitely need skills, and need them rather 
badly. Iam quite disturbed at the rate at which we are losing them. 
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Mr. Auten. Another statement that we heard was that the ships 
which were produced during wartime, cost in the neighborhood of $14 
billion, but had the same work been done prior to the war the ships 
would have cost about $4 billion. Would that seem to be a reasonable 
statement, Admiral ? 

Admiral Leecerr. I am a little bit surprised that the differential 
would be quite that much. I think it would be more like twice as 
much, rather than three and a half times as much. 

Mr. Auten. Another question which interested me recently is this: 
There have been a number of proposals made to take Mariners and 
alter them. Some of the companies want tankers, and some want 
refrigerator space, and some want passenger space. I am interested 
in knowing how much the wartime emergency use of those vessels is 
hampered by having them changed to meet the needs of commercial 
operators who would like to operate them during peacetime? 

Admiral Leacert. I do not think it would be too serious, but that 
really is a question which should come in Admiral Good’s bailiwick. 
It would not take us long to change back to the basic Mariner design. 

Mr. Auten. Another proposal we have heard somewhat recently is 
the proposal that the Libertys could be altered, making wartime ships 
out of them by not too complicated alterations, and it has been proposed 
that several of those should be tried as prototypes. Have we a fleet 
of ships in the laid-up fleet which is susceptible of that improvement ? 

Admiral Lracerr. We have supported the maritime proposal on 
that, and I think it is a well worthwhile idea. I do not believe that we 
want to make any extensive conversion program immediately of Lib- 
erty ships, because they do have basically a limited life, but if we do 
have to get a quick conversion. and if we have a war any time within 
the life of the Liberty ships I feel sure that it would serve a useful 
purpose to convert some of them. 

Mr. Atten. I take it that it would be your opinion that the fleet of 
laid-up Libertys is no substitute for these ships that you mentioned in 
your statement, which I think are the ships which are recommended 
by Admiral Wilson in his statement before the Potter committee? 

(See appendix, p. 481.) 

Admiral Leecerr. Definitely not. 

Mr. Auten. You mentioned offshore procurement within the MSA 
program. Do you know how the cost of ships procured offshore is 
funded? Is it through counterpart funds or dollars? 

Admiral Leecerr. Through mutual security appropriations from 
the Congress of the United States. 

Mr. Aten. Through dollars, then, that would be spent either in this 
country or in foreign countries? 

Admiral Leecerr. We have a split in the program. Part of the 
monev has been spent abroad, and we have built a good many ships for 
our allies from mutual security funds in United States yards. 

Mr. Atten. You mentioned that $6 million plus on the destroyers. 
Suppose you had not kept that yard going to that extent, and it closed 
down, have you any estimate as to what it would cost to build those 
destroyers in that yard if the yard had to be closed and reopened ? 

Admiral Leecrerr. The only real figures we have on opening and 
closing yards are in connection with the closing of the Long Beach 
Naval Shipyard, and that cost us, I think, $9,500,000. 

Mr. Auten. Was that just for the reopening of that shipyard? 
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Admiral Leccerr. No, that was for the physical work that we were 
put to preserve the machinery, to lay things up and to hire personnel. 
It does not take into account any of the loss of effectiveness of the 
people on the payroll while the yard was closed down and while it 
opened again. That is a tremendous cost, but the actual out-of-pocket 
expenditure was $9,500,000 for closing it down. 

Mr. Atten. How long does it take to open a yard and particularly 
to procure the personnel ? 

Admiral Leceerr. We were very fortunate in the Long Beach Ship- 
yard, in that most of the employees that we had before came back to 
the yard when we reopened it after 3 years. It took us, I would say, 
6 months to get a going yard out there. 

Mr. AtLEN. This question may be a little out of your field, Admiral. 

It seems to me that the 1936 act fundamentally endeavored to pay 
the differential between foreign and domestic construction costs so 
that the shipyards would be put into a competitive position with 
foreign yards, and then they were to be left on their own feet. 

A similar theory is involved in regard to the operation by American 
crews of American ships, once more putting the operators in a posi- 
tion of equality to compete with foreign operators. Does it appear 
to you that a position of equality is not quite enough to maintain 
a sufficient group of shipyards and operating ships to meet the re- 
quirements of the Navy in wartime? 

Admiral Leecerr. I do not see how I could draw any other con- 
clusion from the facts I have before me. 

Mr. Auten. Thank you. Are there any further questions of the 
admiral ? 

Mr. Garmatz. Admiral, you spoke about this Long Beach naval 
cost of about $9,500,000 to close and open the Long Beach Shipyard. 
How would that yard, in general, compare with this yard at Quincy, 
Mass. ? 

Admiral Lxeeccerr. The total amount of property investment I 
would say would be very close. 

Mr. Garmatz. They are pretty much alike? 

Admiral Leacerrr. No, they are quite different in many respects. 

The Quincy yard has. no drydocks. It is a straight construction 
yard, whereas the Long Beach yard is a repair y yard and does have 
drydocks, which account for a good part of its book value. Quincy 
has building ways as opposed to the Long Beach drydocks, and I 
would think that the plants themselves would be about a standoff. 
In other words, it would cost us almost as much to close up the Quincy 
yard as it did to close up Long Beach. 

Mr. Garmatz. Would it not be better to keep the Quincy yard 
going with the building of three destroyers than to spend $9,500,000 
to close and reopen it? 

Admiral Leccrrr. It is more serious. If we closed that yard at 
Quincy we would lose the talent of the workers and the supervisors 
up there, and we could not count on getting them back again like we 
did at Long Beach. 

Mr. Garmatz. I mean, are we not better off to spend $6,500,000, 
call it a subsidy, or whatever you choose, to keep the Quincy yard 
in operation compared to spending $9,500,000 just. to open and close 
the Long Beach yard in California ? 
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Admiral Leceerr. We thought over that question a long time, and 
Secretary Anderson and myself had a great many conferences on it. 
We had a good many conferences with the shipbuilders and our own 
Bureau, of course, before we made that decision. That was our con- 
sidered decision after we got through conferring on it. 

In addition to that, the Bethlehem Quincy yard provides a nucleus 
of specialized design force for all the other 11 Bethlehem yards 
throughout the country, the new Bethlehem yard at San Francisco, 
the yard at Sparrows Point, Staten Island, and so forth. 

Mr. Ray. I have one more question, Admiral. 

Congressman Allen referred to the fact that you are required to 
operate within your appropriation. I am not sure that you intended 
to leave the implication that you thought you ought to have more 
money in the Navy in order to improve on this work of the mainte- 
nance of private yards. 

Admiral Leecerr. What we would like to do, sir, is to have some 
private shipbuilding get under way. 

Mr. Ray. But, as far as your own relationship to those yards is 
concerned, would you like to have more money to use for that pur- 
pose, was that the implication i in your answer ¢ 

Admiral Leecrrr. This is not a request for an appropriation for 
the Navy, you understand, Mr. Ray. 

Mr. Ray. Yes. 

Admiral Leceerr. We are very reluctant to give up ships when 
they maintain shipyards. The Chief of Naval Operations has studied 
the question and has decided particularly this year that he feels that 
we must start taking steps to replace our own reserve fleet which is 
also becoming obsolete, so that we part with any ships reluctantly, 
but we must remember that ships that we are going to build to main- 
tain these shipyards in operation are solely a naval responsibility. 
If you are going to spread the work over and carry overhead in all 
these various yards on a very low employment figure it costs you 
more money to build a ship that way. 

Mr. Ray. Would you say that the provision in the budget is ade- 
quate or not adequate from your present point of view as to what is 
to be done? 

Admiral Lracerr. No, sir, I do not think the budget is adequate 
to permit us to buy all of the ships in the Navy appropriation under 
the condition of spreading the work to all the various shipyards. 

Mr. Ray. Would you care to express the measure of that 
inadequacy ¢ 

Admiral Lreacerr. No, sir, I would not care to express an opinion 
on the measure of that inadequacy. We do have an offsetting Santor, 
in that the shipyards are in such bad shape today that they would 
srobably take these ships even at a loss in order to keep in operation 
if there was hope that eventually some kind of a merchant marine 
building program would occur. We do not like to do business on that 
basis, either. 

Mr. Ray. That is all. 

Mr. Atten. Mr. Drewry? 

Mr. Drewry. Admiral Leggett, on page 9 of your statement you 
mention the situation in the European shipyards and point to the 
stability of employment, lower wages, and lower costs as being among 
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the reason for enabling the European shipyards to produce ships more 
cheaply than we can. 

Is it not also a fact that the Western European yards have, for the 
most part, been completely modernized since World War II, having 
adopted, as far as appropriate to their particular circumstances, all 
of the advances which we made in the shipbuilding art during World 
War II in our mass production effort ¢ 

Admiral Leecrerr. That is very true. 

Mr. Drewry. On the question of cost, would it be likely that if there 
were a sustained shipbuilding program in this country, and thereby 
the stability of mploveitl which you mentioned, would it also be 
true that with stability of employment in this country and with the 
opportunity to advance the shipbuilding art it might very well have a 
major effect in reducing the differential between the efficiency and 
generally lower costs of European yards versus those of our own 
yards? 

Admiral Leecetr. If I understand you correctly, Mr. Drewry, you 
are asking me if we had a shipbuilding program would that make it 
possible to further modernize our yards? 

Mr. Drewry. Not only to modernize the yards, but througk modern- 
izing of the yards, and through the availability of the employment ex- 
perience which is gained, I suppose, from each ship that is constructed, 
that the advance in the shipbuilding art would be such that greater 
efficiency could be attained in the American yards and the gap could 
be narrowed between the lower foreign costs and our currently high 
costs in American yards. 

Admiral Leccrrr. Yes, I think unquestionably the gap could be 
narrowed if we had a reasonably steady workload in our own ship- 
yards. A great many of these tankers which the Bethlehem Quincy 
Yard built were for open account for the Greek shipbuilders, I pre- 
sume, in world competition. 

Mr. Drewry. Which would make not only more quantity produc- 
tion, but afford an opportunity to develop more efficient methods of 
construction. Would that be a fair statement, Admiral ? 

Admiral Leecetr. Yes; it definitely would come from the develop- 
ment of more efficient methods, Mr. Drewry. We would make progress 
all the time along that line. Our progress would not be as outstanding 
as the European progress has been because they took up, as you say, 
all of our wartime advances. 

Mr. Drewry. Before we can continue with advances we have to have 
something to work on. 

Admiral Lxeccert. Yes; that is very true. 

Mr. Drewry. In connection with the prototype vessels which were 
mentioned last year, and which have been mentioned since then as 
being desirable in the active fleet, I believe Admiral Wilson testified 
that with the exception, perhaps, of a reefer design to accompany the 
fleet, that it was desirable that prototypes be developed through com- 
mercial sources, through commercial development. Is that your under- 
standing of the attitude, at least, of the Department of Defense on 
the T-5 tankers, roll-on and roll-off ships, and the container ships? 

Admiral Leacetr. We are the agent within the Department of 
Defense for MSTS for the design and procurement of those vessels. 
We are today contracting for plans from various design agents or 
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shipbuilding and design forces in the United States. When we get 
those contract plans completed we will turn them over to the Maritime 
Administration and let the Maritime Administration put them out for 
bids from various commercial operations. We are using both the 
know-how of the Navy and of all of the commercial designers we can 
get in the country, and the ships will be built in private shipyards. 

Mr. Drewry. Is there any great interest on the part of private 
operators with regard to the several prototypes which have been men- 
tioned by the Department of Defense in the past year? 

Admiral Leccrrr. There is a very great interest in anything having 
to do with ship design, construction, or repair. 

Mr. Drewry. Was that procedure which you are following estab- 
lished in line with the Department of Defense directive of last fall 
to attempt to induce private operators and private industry to go into 
the use or development of new type facilities or vessels wherever pos- 
sible, even though there may not be any such designs presently in 
being? I am thinking of the roll-on and the roll-off ships of which 
there are none at the present time other than the Seatrain type, al- 
though there have been several proposed. Do you feel that it is the 
policy of the Department to induce private industry to produce such 
vessels for commercial purposes as far as possible? 

Admiral Leeeerr. We like to work with private industry wherever 
we can. In other words, if we can get together with private industry 
on a mutual problem, if we have a solution which promises to be 
attractive to private industry, as well as to the armed services, we 
make every effort to cooperate with them all of the way through. 
Yes, if we had one that we thought that they might be interested in 
we would certainly give them every opportunity to participate in its 
development. 

Mr. Drewry. It would be up to the Department of Commerce, as 
the principal agency concerned, to attempt to promote ways of using 
these special designs, would it not, rather than the Department of 
Defense, or do you both work together? 

Admiral Leecerr.’ Yes; we both work together on it. Actually, we 
have a committee set up under the National Academy of Sciences 
which is working on that same problem with representatives of all 
of the ship operators and shipbuilders of the country on it. 

Mr. Drewry. Is the prototype conversion of the Liberty ships which 
is being considered by the Maritime Administration anything in the 
nature of a joint effort between the Department of Defense and the 
Department of Commerce as to the characteristics which they are 
considering building into these several conversions? 

Admiral Leccerr. We have been consulted on it straight along. It 
is the Maritime Administration’s idea. I do not think we have done 
anything but say “Yes” on it. I do not believe we had anything to do 
with writing the characteristics for those ships, except in a general 
way only. 

Mr. Drewry. Admiral Wilson testified last year that dry cargo ships 
with an 18-knot speed were of considerable importance, as far-as the 
Department of Defense is concerned in its need for any cargo vessels, 
and I understood from Mr. Rothschild that they are thinking in terms 
of a 15-knot speed for their Liberty conversion, as he put it. I wonder 
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whether there is any agreement with the Department of Defense on 
that, particular proposal which they are now working on? 

(See appendix, p. 481.) 

Admiral Leaeerr. I think you must realize, of course, that in any 
conversion you expect certain inherent limitations. When you make 
a conversion you can very seldom realize in any conversion what you 
could realize in a new design. 

Mr. Drewry. Has there been any talk of any conversions of any 
other type of vessels in the reserve fleet, such as the CI-MAV-1’s, for 
instance ¢ 

Admiral Leecerr. Not that I recall. I am the technician that does 
that work. Admiral Good is the fellow who decides what we do, and 
he will follow me on the stand here. 

Mr. Drewry. I have just one more question, Admiral. Under 
MDAP have you sold any vessels on a reimbursable basis out of your 
active fleet, or is that more properly a question for Admiral Good? 

Admiral Lecerrr. Yes; that question should be addressed to Admi- 
val Good. I know we have had transactions, but I think he could 
answer that question. 

Mr. Auten. Are there any further questions of Admiral Leggett? 
If not, we thank you very much, Admiral Leggett, for a very fine and 
useful statement. 


STATEMENT OF VICE ADM. ROSCOE F. GOOD, USN, DEPUTY CHIEF 
OF NAVAL OPERATIONS, NAVY DEPARTMENT—Resumed 


Mr. Auten. Admiral Good, we would be pleased to hear any state- 


ment you care to make. 

Admiral Goon. It is a pleasure to be here this morning, Mr. Chair- 
inan, and to have an opportunity, I hope, of helping the committee in 
its investigation. 

I understand that during its current studies the committee desires 
to receive testimony concerning overall merchant marine policy in its 
broadest sense from the viewpoint of those responsible for keeping 
the sealanes open. 

There are two essentials to the use of the ocean’s highways in time 
of war; namely, adequate shipping and the ability to protect: it. 

It is the traditional and continuing mission of our Navy to keep the 
sealanes of the world open in order ‘that we may (1) deploy overseas 
our organized combat units and their logistic support; (2) support 
our allies by sending them essential military equipment and supplies; 
(3) deny to the enemy the use of the same sealanes for his own pur 
poses; and (4) obtain for our own use the strategic materials needed 
to support our war economy. 

All four of these demand that the Navy be capable of protecting 
oceangoing merchant type shipping. All but the third, denial to 
the enemy, demand the availability of adequate merchant type ship 
ping. With the forbearance of the committee, I will discuss the mat 
ter of protection first. 

Both during and throughout the years subseqnent to World War II 
the Navy has placed a high priority on developing means for pro 
tecting shipping, including antisubmarine and antimine measures, 
antiaircraft gunnery and close air cover. A significant percentage 
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of both the Atlantic and Pacific Fleets’ efforts is spent in training for 
these vital tasks. Our potential allies have been encouraged to develop 
strong shipping protection capabilities. Mutual defense assistance 
programs have been carefully screened to improve their ‘phiysical 
capabilities in ships, aircraft, and equipment. North Atlantic Treaty 
Organization naval exercises stressing shipping protection have been 
held frequently. 

As a result of this strong emphasis, our Navy and those of our 
allies have been steadily improving their capabilities both as to quan- 
tity and quality of effort. 

I should ask you to note here the not always appreciated fact that 
in war, control of any given sea area does not have to be absolute to 
be effective. It is seldom absolute until the last victor y has been won. 
It is effective te even though enemy opposition is encountered, 
we can use the area to support our own war effort and deny like use 
to the enemy. 

The Joint Chiefs of Staff have concluded that an enemy all-out 
antishipping campaign conducted during the first 6 months of a war 
would not pose a critical threat to allie .d overseas transport provided 
escorts and air cover are assigned in adequate numbers. This is 
not to say that during the opening stages of any future war shipping 
losses will not occur. In the beginning they may be heavy, but they 
will not be decisive. There is no doubt in my mind that we will be 
able to keep the great bulk of our vital shipping afloat and operating. 

With respect to the probable availability of merchant type ship- 
ping, studies indicate that considering both United States shipping 
against United States requirements and free world shipping against 
free world requirements, the situation is reasonably good as regards 
total numbers. It is less satisfactory from the standpoint of age and 
speed. Bulk tankers are the tightest of our merchant shipping types. 
To help improve this position, the Chief of Naval Operations has 
supported the Military Sea Transportation Service long-range tanker 
program to encourage the investment of private capital in 20 new 
oceangoing tankers and the Maritime Administration program to buy 
up World War IT tankers and place them in the national defense 
reserve fleet provided the purchase funds, augmented by other private 

capital, are invested in new modern construction tankers. He is 
prepared to support other sound proposals which may be directed to- 
ward prudent numerical increase in and modernization of the United 
States merchant marine, both to improve its capability of serving as 
a naval and military auxiliary in time of war or national emergency 
and to insure an adequi ite mobilization base for combatant and mer- 
chant ship construction. 

These policies are not in conflict with, but in fact justify, the two 
premises that it is essential in the interest of national defense to pro- 
vide under one authority the control, operation, and administration 
of ocean transportation for personnel and cargoes in peace and war 
for all agencies and departments of the Department of Defense, and 
_ at there must be, under the Department of Defense shipping apeney 

, the Military Sea Transportation Service, a nucleus Rook of shi 
shimsubed of suitable types, sizes, and speeds to meet specialized ne 
be immediately available in emergency, and provide a sound basis for 
expansion on mobilization. 
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By Executive Order 10219 dated February 28, 1951, the Depart- 
ment of Commerce is charged, among other responsibilities, to (1) 
assemble and analyze data on the requirements for oceangoing mer- 
chant shipping, including the requirements of the Department of 
Defense for oceangoing merchant-type vessels, and the supply of 
merchant shipping of domestic and foreign registry available for 
meeting these requirements; (2) allocate oceangoing merchant vessels 
as Tequired to meet the needs of the Department of Defense and other 
Federal programs. 

Assistant Secretary of Defense Thomas has told the committee that 
the numbers and types of ships to meet current needs and those for a 
full mobilization under approved plans of the Joint Chiefs of Staff 
are under continuous review in the Department of Defense. 

These studies and their continuing review not only develop the total 
military requirement for shipping but divide it into two parts: That 
which must for military reasons be under the complete control opera- 
tion and administration of the Department of Defense; that is to say, 
must comprise the Military Sea Transportation Service nucleus fleet, 
and a much larger part, in which some variation in phasing and in 
amount can be accepted as a result of the National Shipping Author- 
ity’s allocations between needs of the military and civilian economy. 
Up-to-date figures on military mobilization requirements, both nucleus 
and gross, are available in secret classification in the Department of 
Defense. The size and composition of the Military Sea Transporta 
tion Service nucleus at any particular time depends on operational 
considerations and therefore fluctuates in response to changes in the 
military situation. In all-out war the size and composition of the 
nucleus is largely a question of control, since, if history is a guide, 
everything that floats will be actively employed. In a period of long 
term stabilized peace it would be possible to scale the nucleus down 
until it consisted almost entirely of specialized types which are not 
available in commercial shipping. Today’s situation is between these 
two extremes; it is neither all black nor all white, but exhibits varying 
shades of gray almost from day to day. In these circumstances, mili 
tary prudence demands that the nucleus be sufficiently large to pro 
vide against the most likely and most dangerous contingencies. 

In summary, the overall merchant marine policy of the Chief of 
Naval Operations in its broadest sense and from the viewpoint of one 
responsible for keeping the sealanes open is (1) to maintain the capa- 
bility of providing effective protection for military and commercial 
shipping in time of war; (2) to support those policies of other Govern- 
ment agencies undertaken to assure to the United States an adequate 
and modern merchant marine and an adequate mobilization base for 
ship construction; (3) to continuously scale the size of the Military 
Sea Transportation Service nucleus fleet to current minimum military 
needs while providing for its essential expansion in case of 
mobilization. 

Thank you. 

Mr. Auten. Thank you, sir. 

Mr. Norblad, do you have any questions? 

Mr. Norsiap. No, Mr. Chairman. 

Mr. Auten. Mr. Bonner? 

Mr. Bonner. Admiral, this committee, as you understand, is trying 
to solve the unhealthy problem of the American merchant marine. 

Admiral Goon. Yes, sir. 
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Mr. Bonner. We are trying to see if we can find some way to make 
it competitive with foreign-flag ships. 

Referring to paragraph 2 on the last page of your statement [read- 
ing]: 
to support those policies of other Government agencies undertaken to assure to 
the United States an adequate and modern merchant marine— 


would you suggest to this commitee what we can do to make the 
American merchant marine privately owned and operated and ade- 
quate and to get on a sounder financial basis, and to assist them in the 
foreign-flag competition ? 

Admiral Goop. Perhaps I should say that what I had in mind 
was 

Mr. Bonner (interposing). That is what you say here [reading]: 


to support those policies of other Government agencies— 


I take it you mean the Department of Commerce and the Maritime 
Board. 

Admiral Goop. Yes, sir. 

Mr. Bonner (continues reading) : 
undertaken to assure to the United States an adequate and mo@ern merchant 
marine. 

That is what we are trying to do. With your vast knowledge of 
shipping operations and transportation in connection with the Mili- 
tary Sea Transportation Service, just what can we do, and what is 
the trouble with the American merchant marine today that it is not 
meeting the degree of efficiency of operation that we desire? 

Admiral Goop. I am roughly in the same position now Admiral 
Leggett was. 

Mr. Bonner. No, he said you could answer this question. 

Admiral Goop. You have me out of the field of the strictly mili- 
tary. 

Mr. Bonner. I asked him this question, and he referred to the fact 
that you could answer it. 

Admiral Goop. You have asked me the question as to what should 
be done to make it possible for our merchant marine to compete with 
the foreign merchant marine, if I understand your question correctly, 
sir. 

Mr. Bonner. That is right. 

Admiral Goop. It has been my experience from a long career in 
logistics, in dealing with private industry in many lines that you 
cannot get a service unless it can be operated at a profit. 

What I had in mind when I wrote this item 2 in the statement sum- 
mary was such policies as the chartering and building programs by 
the Maritime Administration. The Navy would support them or any 
similar programs very strongly for a number of very good reasons. It 
would put newer and more modern ships in the merchant fleet, which 
should be able, because of their modernization, their speed, their 
safety, and all of their seagoing characteristics to compete more ef- 
fectively in the ocean commerce business. These ships would then 
become available to the Department of Defense in time of war so 
that we would profit not only by having these ships in existence, but 
by having the know-how, and the facilities for building more like 
them when we needed them quickly. But, if the thought behind your 
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question is the relationship of subsidies, tariffs, and laws which require 
our export commerce to be shipped in United States bottoms, that area 
is beyond my purview. The best I could give you on it, sir, would be 
my personal opinion, based on what I res ad in'the newspapers and in 
the periodicals, but I am sure that is not what you want. 

Mr. Bonner. Well, it is what we want, too, because we are going to 
have to have the support of experienced men to assist us in reaching 
some conclusions, determinations, and suggestions as to what to do. 

Admiral Goop. I do not want unnecessarily to take up the com 
mittee’s time, but perhaps by illustration I could give you some of my 
thoughts. 

Near the close of World War I1 the Navy was faced with the neces- 
sity of establishing an express freight service for transporting B-29 
engines for the Air Force between the Guam-Saipan area to the west 
coast, the Air Force having previously been faced with the necessity 
of returning engines back to the United States for overhaul or estab- 
lishing ¢ lass A overhaul facilities there in the advance area. We had 
to run that express freight service with 16-knot Victory ships; which 
were the best we had. Had we been able to run this express freight 
service with Mariners we could have reduced the turnaround time by 
something like 7 or 8 days each way, and it would have required 
fewer ships with the production of the faster ships while en route 
between the Saipan area and the west coast, and finally the Air 
Force could have reduced its required inventory of engines because 
they could have used a smaller number of engines over again on a 
much shorter oon than they were able to. 

I use that to illustrate why the Navy is so much interested in 
having faster ships. Using the Mariners again as an example, it 
is a commercial ship that is designed to make long hauls and carry 
lots of freight. It is an advanced ship in the engineering field. If 
you are talking about thousands and millions of tons of freight they 
would move more things to Korea during the Korea situation than 
any other ships, and the Mariner was probably the cheapest ship that 
was onthe run. Our cost in turnarounds would be less in using them. 
As a tramp ship loading and unloading cargoes in a number of ports 
and making frequent stops the Mariner will be a big money loser for 
anybody who tries to do it. So, none of these questions come down to 
simple answers. 

My belief is that if we are to have the kind of merchant marine that 
would be of the most effective use as a naval and military auxiliary in 
time of war that the owners of those ships must operate them at a 
profit in time of peace. 

We have never had a war where we did not need little fast ships. 
In time of war there are all kinds of operations for the ship of 2,000 
to 2,500 tons to make 25 to 28 knots and a ship of that kind in an 
emergency would be worth its weight in gold. You cannot operate 
a ship like that in peacetime and make money on it without a real 
subsidy. Mr. Shelley, you remember the old Yale and the Harvard 
on the west coast. 

Mr. Suetiey. Yes, very well. 

Admiral Goop. They were small ships which were used in a special- 
ized run. They were small ships that made about 23 or 24 knots. 
We took them over and wore them out in World War II. 
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There will always be this question of trying to obtain a balance 
between the thing which is best for the armed services in time of war 
and the thing which can operate at a profit in time of peace. 

Now, that applies to this Liberty conversion item that has been 
brought up here this morning. The Navy would like to have 18 to 
1814 knots in those ships. It may not be economically feasible to get 
it, but we would like to have it. 

Mr. Snettey. And it may not be structurally feasible. 

Admiral Goov. And it may not be possible to operate the ship at 
a profit on that speed, whereas the Maritime Administration studies 
the income, and then the kind of ship that can be produced from the 
Liberty at a reasonable cost on conversion. 

The Liberty ships in the reserve fleet are one question in time of 
war, but on D-day I stop thinking about the dollars, and start in 
thinking in terms of man-hours and critical materials, and if it costs 
$1 million to convert a Liberty against the ship that has much less in 
it in critical materials and takes less in shipyards and facilities and 
everything else related to it than to build a new Mariner at $914 
million, I am for that. 

Mr. Bonner. The new Mariners were approved by the Navy, and 
their construction was encouraged by the Department. 

Admiral Goop. The Navy supported the legislation which resulted 
in the Mariner program, sir. The Department of Defense was con- 
sulted with respect to what we call the military features of those 
ships. That would be largely speed in the first place, and the Mariner 
is a fast ship. 

Mr. Bonner. And the program was sponsored by the Navy. 

Admiral Goop. The Department of Defense might ask that the elec- 
tronics installation and the radars be somewhat above the commercial 
standard for reasons which would make them more useful to us. 

Mr. Bonner. And you yourself have said that they were not the 
most applicable ship to commercial operations. 

Admiral Goop. To certain types of commercial operations, sir. 

Mr. Bonner. All of the operators have said what you have said, 
that they were too expensive to run. 

Admiral Goopv. Yes, sir; but may I say on that point that the Pacific 
Far East Lines has purchased three of the Mariners. That is a ship 
line with an tities long run. They run from the west coast to the 
Persian Gulf, and the Mariner should be a fine ship for them, because 
it will do their work quickly, cheaply, and in large bites, but to try to 
put the Mariner in intercoastal service running between Seattle and 
San Francisco would not pay off. 

Mr. Suettey. May I say something right there, Mr. Bonner? 

Mr. Bonner. Yes. 

Mr. Suetiex. Of course, in the Pacific Far East Line transaction 
they bought those ships and incorporated in them certain additions 
that were designed to meet their route needs because of this point 
that Mr. Bonner raises, because of their lack of adaptability to com- 
mercial usage in the Far East run, whereas for militat'y purposes they 
were the most ideal thing that we had during the war, and thank God 
we had them at that time. 

Admiral Goop. Of course, I could expand on what Admiral Leg- 
gett told you. The Navy does not object to the changes which will 
be made in those three Mariners on sale to the Pacific Far East Lines. 
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Mr. Bonner. But as a whole the Mariner program has not relieved 
the problem that we are having with the American merchant marine 
in making it competitive. 

Admiral Goop. I think that is a correct statement, Mr. Bonner. 

Mr. Bonner. Then, what are we to do? 

Admiral Goon. I started to add that shipbuilding itself will not 
correct this situation. 

The committee has thought a good. deal I know deeply and con- 
scientiously about this thing, and so have I. 

We have, in one area of the discussion, been concerned primarily 
with shipping control and that sort of thing, distribution between 
MSTS and the private interests. My thought on that is that none 
of these things increase the amount of business to be done. We can 
redistribute between this agency and that agency, but unless we in- 
crease the volume of business which is to be done we have a limited 
possibility of a ship operator profiting. 

Mr. Bonner. Then, by your own testimony, the construction of new 
and more modern ships will not improve the condition now existing 
in the merchant marine, according to your own testimony. 

Admiral Goon. I think not, sir. 

Mr. Bonner. What is that? 

Admiral Goon. I think not. 

Mr. Bonner. You think not: just what do you mean? 

Admiral Goon. What I think is this, that the production of newer, 
more modern, and faster ships will increase the ability of the Amer- 

‘an merchant marine to compete in the world market, so that you do, 
in fact, increase the total amount of business being done by the Amer- 
ican merchant marine. 

Mr. Bonner. Did you not say that the Mariner type of vessel did 
not do that? Did you not testify that the Mariner type did not im- 
prove the condition that the American merchant marine is now in 
through more modern and faster type ships? 

Admiral Goon. In certain types of service they do not. I thought 
I made the point very clear that in certain types of service the Mariner 
would greatly help the merchant marine. 

Mr. Bonner. But in the ove ral] picture it did not ¢ 

Admiral Goop. When in the Navy we had millions of tons of freight 
to move from the west coast to Korea the Mariner was the first choice 
to carry it. 

Mr. Suetzey. Is this the point you make, Admiral, that on a single 
trip, a long haul trip, for instance, a single cargo from San Francisco 
to Hong Kong, Saigon, or the Straits Settlements, they may hit two 
ports, and then at the second port complete the total discharge of the 

cargo and then turn around? The Mariner would meet that situa- 
tion, but on a haul where mavbe it went into 8, 10, or 15 ports, dropping 
some cargo off here, and picking some up there, or on a short haul of 
just a couple of thousand miles, the Mariner, from your observation, 
was not adaptable for a commercially profitable operation ? 

Admiral Goop, Yes; that would be my opinion, sir. ‘ 

Mr. Bonner. Well, now, Admiral, it is advocated that we put on a 
shipbuilding program both for the American merchant marine and to 
maintain the shipyards. Now, then, what are we going to do with 
the ships after we have constructed them if we are having all of this 
trouble operating them now? 
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Admiral Goon. The proposition, of course, depends on the placing 
of the existing older, slower types in the national defense reserve fleet 
and replacing them in service with the newer, faster ships. 

Mr. Bonner. Well, what sort of program do you offer, or do you 
suggest or advise us to offer? 

Admiral Goon. It is not really the prerogative of myself, as Deputy 
Chief of Naval Operations, or of the Chief of Naval Operations, to be 
specific in a spot lke that. 

Mr. Bonner. You have a good deal to do with the operation of 
MSTS, do you not ¢ 

Admiral Goon. Yes, sir. 

Mr. Bonner. Just as Admiral Denebrink has testified here about 
how he operated so successfully and economically, 1 thought you 
might be able to give a little light and information to us as to where 
we could use that same technique and so forth in our program for 
the operation of the privately owned merchant marine. 

1h dacled Goop. I am trying my best to understand your point, sir. 
I can only revert to this point, that to interest private capital in the 
American merchant marine to the extent to which it must be interested 
and to meet most fully the needs of the armed services in time of war 
it must be made possible for the merchant marine to operate profitably 
in time of peace. 

Mr. Bonner. Now, the Congress is failing to appropriate sufficient 
funds to pay the operating subsidies that are now due. So, what are 
we going to do to improve the operation of the privately owned 
American merchant marine so that the subsidy question can be re- 
lieved, or that the Congress may be more inclined to appropriate 
sufficient funds for operating subsidies ? 

Admiral Goop. I am afraid I do not have the solution to your 
problem, Mr. Bonner. 

Mr. Bonner. We do not have either, but that is just the problem 
here. 

Admiral Goon. Yes, sir. 

Mr. Bonner. What is the solution of the problem? We talk about 
maintaining shipyards for construction, and we talk about the fact 
that we ought to have an American merchant marine. We can talk 
all we want to, but just what is the solution of the problem, where 
will we find it ¢ 

Admiral Goon. The question is so far over my head that I would 
be presumptuous to answer it if I could. 

Mr. Bonner. As far as national defense goes, then, MSTS is the 
solution in your mind? 

Admiral Goop. So far as the Department of Defense is concerned 
we feel that we must have the Military Sea Transportation Service, 
both in peace and in war. 

Mr. Bonner. Because they cannot find a way to operate success- 
fully, other than to be available to you in an emergency / 

Admiral Goon. No, sir; I think you are drawing a conclusion there. 
That is based on two kinds of things. My own reasons why the 
Departmént of Defense needs the Military Sea Transportation Serv- 
ice are military reasons, operational reasons, and I tried in my state- 
ment to make this point, but I am afraid I tried also to be too brief 
at the same time, that if we had an assured long period of stable 
peace the Military Sea Transportation Service could be scaled down 
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to a very few ships of special types which are not available in in- 
dustry, and we would go to industry for everything that we needed 
over and above this small number of specialized ships. 

Mr. Bonner. I understand that, Admiral, but is it not a fact, after 
all, that you have been caught short twice because the privately owned 
American merchant marine was insufficient ? 

Admiral Goon. Three times. 

Mr. Bonner. Well, three times, and now it has just been decided 
that there does not seem to be any hope from the privately owned 
American merchant marine and you have decided that you are not 
going to be caught short again. Is not that about the nubbin of the 
matter ¢ 

Admiral Goon. That is partly it, sir. 

Mr. Bonner. Until we find a way to make this American privately 
owned operation successful and adequate I have come to the conclusion 
that I agree with you. 

That is all. 

Mr. Auten. Mr. Garmatz, do you have any questions? 

Mr. Garmatz. No, thank you, Mr. Chairman. 

Mr. Atuen. Mr. Shelley? 

Mr. Suetiey. No 

Mr. Auten. There are one or two things I would like to inquire 
about, Admiral. With regard to this policy on tankers where you are 
supporting two legislative measures which will make the program 
possible, is there any reason why a similar program might not be 
developed for the hauling of dry cargo? 

Admiral Goon. Technically, sir, 1 see no reason against it. Actu- 
aly, it is a question of supply and demand. The tankers being in the 
shortest supply, viewed from a standpoint of mobilization, and from 
the military point of view, that is the place to concentrate initially, 
Mr. Allen. 

Mr. Auten. On page 4 of your statement there is justification for the 
MSTS, and in the last part of the second paragraph it says: 
he immediately available in emergency, and provide a sound basis for expansion 
on mobilization. 

That last phrase is what I am wondering about. Do you envision 
that the MSTS will take ships under its operational control and man 
them with either military personnel or Government employees and 
operate an expanded fleet or do you also, on the other hand, envision 
taking advantage of the existing organizations and of the manage- 
ment in private enterprise and expand through a more close liaison 
with private enterprise / 

Admiral Goop. There are a great many ways of doing that, Mr. 
Chairman. To answer your first question my concept of “the MSTS 
nucleus in time of all-out war is that it would have enough Navy ships, 
Maritime Administration ships, and priv: ately owned ships in the 
nucleus fleet, and some would be manned by uniformed naval person- 
nel; some would be manned by civil-service personnel, and some would 
be manned under genel ral agency agree ments. 

Mr. Auten. I take it, then, that the MSTS would be the organiza- 
tion of the Department of Defense which would take advantage of 
everything available and put it to best use without expanding any one 
military operation rather than expanding some other operation. 
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Admira] Goop. These questions are usually difficult to answer yes 
or no, Mr. Chairman, because there are a great many factors which 
apply to them. 

I mention in my statement the calculation of the total need for 
shipping by the military in time of war. Roughly, one-fourth of 
that is critical and vital. 

As to the type and composition, its immediate availability, its quick 
response to control, we must be able to place those ships directly under 
an operational fleet commander, if that is indicated by the military 
situation, 

For the remainder of those ships which will carry Government 
cargo under MSTS, we would go to the National Shipping Authority 
for an allocation the same as anyone else would. That is what ] 
meant when I said we could accept certain variations in phasing and 
in amount, even. 

If we asked for 500 ships and received 492, that would be acceptable 
if it did not put us below that effective hard core business, which is re- 
lated directly to a concept of operations—so directly to a concept of 
operations that any failure to meet it right on the nose jeopardizes the 
whole operational plan. 

Mr. Auten. I notice in some of the testimony that an agreement 
made in 1951 between the Department of Commerce and the Depart- 
ment of Defense has been referred to as the agreement which divides 
the scope of operation of MSTS and the use of the merchant fleet. 

I am curious to know whether that agreement has been revised, or 
reconsidered, or whether there is in prospect some rewriting of the 
agreement in the light of conditions as they would now appear to be, 
rather than as they were back in 1951? 

Admiral Goon. The agreement that you speak of, sir, is technically 
in effect today. It has ‘not. been abrogated by the departments con- 
cerned. It is in two parts. There is the basic agreement which is 
unclassified and the supplement agreement, in which the exact num- 
bers and types of ships are listed, which is classified. 

The supplement to the agreement is under continuing consideration. 
because as I tried to explain a moment ago, for anything over and 
above what the Navy actually has in the way of ships, we have to 
go to the National Shipping Authority to get the difference. Be- 
cause the numbers of ships which may be pl: anned at any time varies. 
then we must be able to go to the National Shipping Authority, which 
is a subsidiary of the Maritime Administration. 

We must be able to go to them from time to time, with changes in the 
list, and the plans themselves, which available intelligence dictates. 

For example, the loss factor which has to be used in all plans is 
dependent largely on an estimate of the enemies’ capability, and if the 
intelligence should indicate that the loss factor has to be changed, 
then the number of ships we would require in any particular period 
of the war would also change, and we would have to go to the Nationa} 
Shipping Authority and say either, we do not need quite so many as 
we figure on, or we will have to have more than 50 in this 3-month 
period. 

Mr. Suetiey. That would be a basis for the further modification 
or change at that time of this so-called nucleus need, or would be one 
of the factors? 
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Admiral Goop. It could be, because we then go into much greater 
detail than I have been able to go into with the committee, 

Now, if the loss factor changed on one particular route, it might 
make a change in the nucleus fleet. If it changed from another route, 
it might make a change in what we expected to get from private 
industry. 

Mr. Aen. I take it, however, that we can assume that the 1951 
agreement is current, and that no changes are deemed necessary or 
imminent in the unclassified part of that agreement ? 

Admiral Goop. Yes, sir. The unclassified part of the agreement, 
of course, is subject to change by a conference between the two De- 
partments. 

It may be that there will be changes in that agreement. In my opin 
ion, the basic principles of it should not be changed. 

Mr. Aten. I just mention this type of situation because it seems 
to me that one of our difficulties in having the merchant marine main- 
tain itself in private operation comes from the uncertainty of the fu- 
ture with regard to the operations. 

We seem to say that for military purposes a good merchant marine 
is necessary, and we seem to agree that it should be privately operated 
in peacetime, and possibly in war, but then I think we agree that the 
uncertainty is a situation that almost prevents private financing, and 
then we come to the conclusion that the Government causes the un- 
certainty, and I guess we start all over again. 

Is there any suggestion which you could make or any thought that 
comes to your mind which might put into the operation of the MSTS 
a. degree of certainty in prospect, whether it may be for 2 years or 5 
years, or whatever it will be, which will make it a little more definite 
for private financing when it considers putting money into the private 
fleet ? 

Admiral Goov. Well, the long-range charter program, sir, is a step 
in that direction, provided it is approved by the Congress. 

That legislation would make it possible for the Navy to guarantee 
profitable employment to the owners of those 20 ships over a period of 
10 years. 

If there were means available by which that principle could be ex- 
tended, not only within the Navy, but within industry itself—I mean, 
commercial cargos, and not naval cargos which are being hauled from 
one continent to another—then there could be a rejuvination of the 
merchant marine based upon that. 

Mr. Auten. One more question, which concerns the mariners, and 
the fact that they are good for certain trades only: 

Would it not be true, Admiral Good, as to any type of ship that it 
is likely that the ship will be suitable only to a given trade? 

A small ship would suit, possibly, a coastal run, but would not fill 
the place of a Mariner, and conversely, the Mariner would fill the 
long run, which a small ship would not ? 

Admiral Goon. Yes, sir, and that applies, well, even within the 
ty pes themselves. 

fou will find that some oil companies will build their tankers 
which are at relatively slow speeds, and small capacity, and some 
other companies will want to build theirs big and fast, and that is 
because they are building a ship to suit their own peculiar require 
ments. 
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Mr. At.EN. In wartime, would you say, as a matter of fact, that 
all of the types of ships that fit the peacetime commerce are required 
for wartime service / 

Admiral Goop. Generally speaking, yes, sir; or I can put it another 
way around: 

Whether you like it or not, Mr. Chairman, you fight a war with what 
you have, and what exists on that day. You take it and make the 
best use you can of it, but when you say “does every type of commercial 
ship fit in some place or not?” the answer is probably “No.” 

Mr. Atuen. Thank you, sir. 

Are there any further questions ? 

Mr. Drewry, our counsel, has a question. 

Mr. Drewry. Admiral, this may be along the line which Mr. Allen 
was thinking: 

Last year “I believe there was stated to be a deficienc y of 214 ships 
in the active merchant marine, in the opinion of the Department of 
Defense, as being essential to the basic mobilization base, including 
about six of the P—2 class of troopships. 

Before World War II we seemed to be in a situation of either war 
or peace; right now, we seem to have some of both, and apparently 
will have for a long time to come. 

Would it be feasible to think in terms of helping to make up that 
deficiency in troopships which was mentioned, by entering into an 
arrangement whereby a passenger ship could be designed specifically 
for a double purpose of carrying both cabin-class passengers for a 
commercial operation, and military passengers on some one of the 
regular routes, where there is sufficient military movement of per- 
sonnel back and forth to warrant that regular service, and where 
there is every reason to believe at least for a foreseeable period of 
time the vessel would have such employment, and then to aid the 
shipbuilding picture by proceeding on that theory and thereby get- 
ting a more modern ship, and laying up one of your present ships per- 
haps in a ready status—one of your presently employed troopships ? 

Hs ould a combination procedure of that kind by a long-term charter 

r long-term contract with the private operators be feasible ? 

Admiral Goop. I am not sure that we have not picked a rather poor 
example here, Mr. Drewry. The troopship, as such, has no counter- 
part in industry. While it is only a personal opinion, I do not believe 
that the industry is interested in that particular kind of business. We 
ure, in fact, inactivating some austerity type of troop transports 
at the moment, because with the reduced rotations and the cessation 
of heavy losses of life in Korea and the number of people to be trans- 
ported is not so high as it was, this inactivation has come about. 

Mr. Drewry. Well, that answers my question. 

Mr. Atten. Thank you very much, Admiral Good. 

We very much appreciate the very fine statement which you have 
given to us, and I think the committee will stand in recess, subject to 

call of the Chair. 

Admiral Goop. I would like to thank you for’ hearing me so 
patiently, sir. I am afraid I have not been anywhere near as much 
help as I would have liked to have been. 

Mr. Sue.tey. I cannot help but make the comment, Mr. Chairman, 
that Admiral Good’s statement has been very fine, and also I have the 
feeling that it probably might be worthwhile for the committee at 
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some time to sit down around the table in executive session and off the 
record, and have a discussion with Admiral Good, and he might be 
more inclined then, though it is not his responsibility, to make sugges 
tions for the merchant marine by giving us some of his observations on 
the subject. 

I think it would be very helpful. 

Admiral Goon. I would be happy to place myself at the disposal of 
the committee at any time, sir, but there are not a great many of these 
areas in which, actually, my opinion is worth much. 

(Thereupon, at 12:10 p. m., the subcommittee adjourned, subject 
to call of the Chair.) 
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House or RepreseNTATIVES 
SpeciaL SuscoMMItree To Consiper OPERATIONS OF 
Mirrary Sea TRANSPORTATION SERVICE OF THE 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 

The special subcommittee met, pursuant to recess at 10:30 a. m., in 
the committee room, 219 Old House Office Building, Hon. John J. 
Allen, Jr. (chairman of the subcommittee), presiding. 

Mr. Auten. The subcommittee will come to order and we will pro- 
ceed with the hearings on the investigation of the Military Sea Trans- 
portation Service in ‘relation to the maintenance and operation of the 
merchant marine. 

I see Mr. Maloney in the audience. Will you come forward, please, 
Mr. Maloney ? 

Mr. Matoney. Yes, sir. 


STATEMENT OF WALTER E. MALONEY, PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE, INC., NEW YORK CITY, N. Y., 
AND WASHINGTON, D. C. 


Mr. Auten. Mr. Maloney, I would propose, in accordance with what 
I believe is your request, that you make your opening statement and 
that you then call on General Franklin for his statement, and after 
that you will be available for examination by the committee. 

Mr. Maroney. I would be very happy if you would do that, Mr. 
Allen, because it is at our request that General Franklin came here 
today. Not knowing how many questions you would like to ask me, 
I should be glad to be here today or tomorrow if you wish for the 
purpose of answering any questions you may have. If you will hear 
General Franklin after Ihave made my statement then I will be avail- 
able for any questions the committee may care to ask me. 

Mr. Auten. Then, Mr. Maloney, if you will identify yourself for 
the purpose of the record we will be pleased to hear your statement. 

Mr. Matonry. My name is Walter E. Maloney and I am president 
of the American Merchant Marine Institute, Inc. We maintain offices 
at 11 Broadway, New York, N. Y., and 1701 K Street NW., Washing- 
ton, D. ©. The institute is an association of steamship companies 
owning and operating the substantial majority of American flag 
oceangoing tonnage. Our membership includes all segments of the 
industry—passenger, dry cargo, tanker, collier, and ore carriers; and 
embraces all types of offshore foreign and domestic operations. 
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Unquestionably, we are viewed in some quarters as the complaining 
witnesses at these hearings. While we are vitally interested in this 
subject and welcome an opportunity to present our views, I do not 
believe that the description properly describes our attitude. We do 
not come before you today with complaints about past practices. Nor 
do we come here with criticism of the personnel of the Military Sea 
Transportation Service. I would not want you to take from this that 
we are satisfied with the way things have been in the past, but we are 
here today to look forward and to seek your aid and assistance in the 
formulation of a policy which will remove the Military Sea Trans- 
portation envi from those operations which can be handled by 
private industry. The immediate implementation of such a policy 
will channel into commercial shipping millions of tons of cargo an- 
nually, and we feel that we can convince you that such a step isin the 
national interest. 

Because of its dual function in both times of peace and war, the 
American maritime industry has a long history of direct rene 
with the military. By and large, this relationship has been coopera 
tive and in the true spirit of furthering the national interest. Under 
the newly established national mi ritime policy, and I say new since 
it was first fully expressed in the Merchant Marine Act, 1936, less than 
20 years ago, we of the industry have lived, up until about 2 years ago, 
with conditi ions—preparation for war, war itself, and the direct after- 
math of war. All three create tremendous demands for ocean trans- 
portation and result in severe shortages of ships of all descriptions 
and under all flags. 

[ believe that it is fair to say that since the inception of the 1936 
act, we have never until recently had what may be described as normal] 
or long-range international shipping conditions. In 1949 normalcy 
began to assert itself, only to be offset by conditions in Korea. But 
today normalcy reigns. We are therefore pleased that this subcom- 
mittee has undertaken hearings on the relationship of MSTS and the 
privately owned fleet. 

I might also say, Mr. Chairman, that I am delighted to see so many 
members of your committee present, who do not happen to be members 
of the subcommittee, evidencing their interest in this matter, which we 
consider of importance to private industry. We believe that under 
present circumstances it is both timely and proper for the Congress to 
reexamine the national maritime policy and to see if MSTS operates, 
at least at certain times, in conflict with that policy. 

American shipowners have no desire to take over any legitimate 
function of the Military. We neither want nor seek to be burdened 
with that responsibility for which we are ill-equipped. We are con- 
fident that the military has no desire to perform the functions which 
we have normally fulfilled, and for which we are, in all modesty, best 
equipped tohandle. We cannot escape the fact, however, that perhaps 
more than any other free enterprise American industry, we are an 
instrumentality of the military. Neither the military nor the Ameri- 
can people can_ possibly benefit by weakening in any fashion the 
potential of such an instrument. 

For the sake of brevity and clarification, I believe it is fair to say 
that basically this issue evolves about the existence and size of the 
MSTS nucleus fleet and the functions it performs. To a very great 
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extent these functions can be performed by private industry, in keep 
ing with the traditional American way of doing business. Your sub- 
committee has been told during the course of this hearing, that insofar 
as the nucleus fleet carries any cargo which the private we could, 
and normally does, lift, it is denying American enter prise the business 
which of late has become more and more vital for its very survival. 

In the course of our day-to-day business, we face and continually 
attempt to solve the problems resulting from foreign-flag competition 
This, we believe, we can do, even though slowly, through the combined 
influence of our national martime policy and the free market place. 
But we cannot hope to prevail against MSTS competition so long as 
they remain not only world’s largest ship operator, but more im 
portantly the world’s largest cargo brokers. If it can be conceived 
that we are the plaintiff, theirs is the role of both defendant and jury. 

I would like to interject at that point that the word “competition” 
has been used here in connection with MSTS, and for want of a bette: 
word I will continue to use it, but it is not competition in the sense 
that the word is normally understood. It seems to me that compe 
tition implies at least a fighting chance, and that you are fighting 
on an equal basis for something. When we compete with a foreign 
flag operator we are both competing for the business of some third 
party. Here, if I can use the word “competing” we are competing 
with the party who controls the cargo and slices the pie as they 
see fit. If the justification for their existence in present size lies in 
such vagaries as “defense requirements,” “minimum nucleus,” “flexi- 
bility,” and “hard core,” neither this subcommittee nor the American 
public will be able to decide the merits of the issue involved. 

Naturally, we do not expect the military to reveal vital information 
on our defense planning in a public hearing, but with such justifica 
tions as has been advanced by the military to date, there is hardly a 
crevice of free enterprise left in the entire American system not sub 
ject to usurpation by the Government. 

By some strange process the burden of proof seems always to fall 
on the industry. In this connection may I quote from page 18 of the 
seventh intermediate report of the Committee on Government Opera 
tions, United States House of Representatives, 83d Congress, 2d ses 
sion (H. Rep. No. 1197). 

As a democratic nation we recognize the need for encouragement of individual 
initiative and enterprise. We know that Federal, State, and local governments 
will cease to exist if tax sources are dried up. Government operations should 
be conducted only when absolutely necessary. The burden of proof should lie 
against the Government being in business. The Government should try not 
to get into business. Agencies should not be permitted to initiate and continue 
to operate businesses year after year unchallenged by administrative officials, 
the Budget Bureau, and the Congress. 

Genuine efforts should be exerted to encourage rather than discourage in- 
dustry to handle the Government’s business. A strange contradiction exists 
where the Government gives lip service to small business and then enters into 
unfair competition with it. Again, the military services have stated the need 
for expansion of our productive base on the one hand and then curtail it 
through governmental competition actual or threatened on the other. 

Almost everything that is required by Federal agencies could be supplied 
by or through commercial concerns, States, counties, or municipalities. 

Conversely, the Government could do absolutely everything for itself. It 
is a matter of policy and trend. 
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I believe it might be well at this point, because the record to date, 
I believe, fails to disclose any information on it, to point out the 
manner in which military shipping is handled by the British. 

We have made inquiries both from commercial sources, and through 
British Government sources, and we are informed that ‘substantially 
all of the supplies for Britain’s worldwide armed forces move in com- 
mercial bottoms, either on the berth lines or on commercial ships under 
time or voyage charter. This is handled by the Sea Transport Divi- 
sion of the British Ministr y of Transport, which functions substan- 
tially as our own MSTS does in respect of the cargoes which it routes 
through our commercial shipping channels, or w hich it lifts in ships 
chartered for the ares 

In both cases, the Sea Transportation Service is primarily a freight- 
forwarder and chs ante ing agency which meets the transportation re- 
quirements submitted to it by the British Army, Air Force, Navy, or 
other governmental departments. The Director of the Sea Transport 
Division of the British Ministry of Transport negotiates and makes 
the charters for the British Government, the rates being determined 
by the free flow of supply and demand in the British charter market. 

Turning for the moment to the tanker situation, all petroleum re- 
quirements of the British armed forces in government are met through 
commercial chartering of commercial tankers, and we are advised 
that no Government-owned tankships are utilized for the point-to- 
point transportation of petroleum products. Replenishment of the 
British fleet at sea and in port is, however, oo by fleet oilers 
which operate as an auxiliary of the British Navy. This practice 
is similar to that followed by our American Navy. 


Our members recognize that the nucleus fleet was conceived for two 
justifiable reasons. The first was to provide ocean transportation in 
eases where, on the basis of type of ship or area of ree wee the 


private ship could not render adequate service, if any at all. Secondly, 
it was to provide management and administrative skills for potential 
expansion in case of an emergency. If MSTS were so restricted today 
we would not be seeking your help. The facts are, however, that 
MSTS has grown up a far larger man than one could anticipate from 
its youth. It fed on the crisis of the Korean war and nowhere and at 
no time, as has been admitted to this subcommittee, has anyone or any 
government agency except the military, examined its development in 
the last 3 years—3 years during which there has been a tremendous 
transition from a dearth of available ships to an oversupply. We are 
hopeful that such an examination is now being made and proper 
diagnosis forthcoming. 

Because we believe it properly lies within the basic scope of MSTS 
operation, we find no objection to their operation of certain noncom- 
petitive, non-commercial-type ships such as fleet oilers, amphibious 
craft, distilling ships, and other highly specialized vessels. We can 
naturally offer no opposition to the - operation by MSTS in areas re- 
quiring special types of vessels. But MSTS is operating 28 commer- 
cial-type dry-cargo ships competitive with privately owned vessels to 
a very substantial degree. Even conceding that some of these ships 
are ice strengthened or have heavy lift equipment, these vessels are 
often utilized in services outside that for which the special equipment 
was intended. 
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In regard to troop transports, we would commend the MSTS for 
making arrangements with the private lines by which off-season avail- 
able space is ‘used for personnel transportation. This has enabled 
fuller year-round use of privately owned facilities and the layup of 
Government-owned transports. More intensive and wider spread 
utilization of this arrangement will help develop and support the 
passenger segment of the private merchant marine so that more ships 
of this type may be built thereby strengthening a vital part of our 
defense facilities through overcoming a shortage of passenger vessels. 

In the tanker field, MSTS is now operating over 50 large tankships 
in point-to-point transportation, ships which it (or its predecessors) 
acquired during the postwar period of worldwide tanker shortages. 
Today such shortages do not exist. Over 70 privately owned United 
States-flag tankers are laid up—and when I say laid up, Mr. Chair- 
man, I mean they are laid up for want of thee: season fo sdrvan half of 
them types identical to those MSTS is operating. MSTS has already 
stated publicly that it recognizes there is a serious shortage, from a 
defense point of view, ir our total tanker fleet. MSTS has also ex- 
pressed its willingness to lay up contract operated T-2 tankers when 
replacements from new building are forthcoming. The operation by 
MSTS of a large number of tankers identical with many of those cur- 
rently laid up is not only not creating, but is actually deterring all 
incentive for private operators to assist in the development of a total 
American tanker fleet which the MSTS is on record as desiring. You 
have heard MSTS concede that they will lay up contract tankers as 
new construction becomes available. They have yet to provide a 
forthright answer as to why more privately owned and laid-up T-2’ 
cannot “replac e contract operated T-2’s now. Every day that a 
privately owned vessel is laid up adds to the difficulty of the industry 
in meeting the demands made on it in time of emergency. 

We feel that we must attempt to clarify some of the material pre- 
sented to you earlier. MSTS has told you that $506 million was paid 
by them to commercial shipping and ship-repairing interests in fiscal 
1953. They failed to mention that fully $153 million of these pay- 
ments were solely to reimburse lines for the cost of operating GAA 
and contract operated vessels. From our point of view, the evils of 
Government ownership are not lessened by the fact that such property 
is being operated by private citizens. 

MSTS presented a graph indicating that dry cargo lifted by the 
MSTS nucleus fleet was only 2.77 percent of total dry cargo handled 
by all United States-flag vessels. This figure is arrived at by compar- 
ing the weight of cargo lifted by MSTS-owned ships with that lifted 
by all United States-flag vessels (inbound and outbound) regardless 
of area of operation. By the simple process of eliminating trade with 
those areas where MSTS nucleus fleet ships are obviously noncompeti- 
tive, such as Great Lakes, South America, etc., and by placing proper 
emphasis on the export trade rather than total trade (export and im- 
port), we believe the figure « ould be as much as five times greater than 
that shown by MSTS. Unfortunately, the MSTS exhibits do not pro- 
vide an adequate statistical base for us to confirm our estimate. 

We are greatly concerned with a series of statements and implica- 
tions in the Department of Defense testimony which completely i 
nores the facts of ocean transportation as proven in World War I 


g- 
I. 
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It is an established fact that private ship operators handled over 75 
percent of dry-cargo shipments overseas during that emergency. The 
military, by contrast, handled only 5 percent. 

Department of Defense testimony refers to the necessity of a MSTS 
nucleus fleet as varying between a “hard core” of vessels, one “neces- 
sary to supply logistic support” and then some third and uncertain 
group of vessels sometimes in reserve, but constantly available on an 
“overnight” basis. 

Fearing that this subcommittee may get a somewhat distorted view 
of the defense potentialities and the great flexibility of the nucleus 
fleet, we feel that you should realize that such a fleet is not a so-called 
ready reserve but is an active group of vessels in day-to-day operation 
throughout the world. It is extremely difficult for us to conceive of the 
200 major-type vessels in the nucleus fleet providing the type of 
readiness that the military implies. It is, moreover, extremely diffi- 
cult for us to understand how this limited number of vessels can be 
thought of as available on an overnight basis while the more than 
1.200 privately owned ships are thought of as being available only 
over some more prolonged period. In the normal course of operation 
50 percent of MSTS vessels should be at sea, 25 percent in United 
States ports and 25 percent in foreign ports. To us this means that 
in cases of sudden emergency a maximum of only 50 vessels of the 
MSTS nucleus fleet would be in this country at any one time available 
for instantaneous action. On this same basis 300 United States-flag 
privately owned vessels would also be available. I believe the action 
ind cooperation of private shipowners throughout the country at the 
time of outbreak of Korean hostilities demonstrates clearly where 
the military can and will turn for support. 

We earnestly recommend that your subcommittee request that the 
parties to the 1951 memorandum of agreement, the Departments of 
Defense and Commerce, meet immediately to reevaluate the size of 
the nucleus fleet and the type of carriers contained therein. We ask 
that you recommend to the Departments of Defense and Commerce 
that the size of the nucleus fleet be based on the present day estimate 
of international conditions and that it be confined to noncommercial- 
type units. The contract-operated tankers should be laid up immedi- 
ately, to be replaced with the time or voyage charter of commercial 
tankers now idle. Similarly, the 16 Victory ships and the 5 C1-MA- 
V1’s should be deactivated, with their function taken over by private 
shipping. 

I have endeavored to give you a general picture of our position. I 
want to assure you that my failure ‘to go into detail does not indicate 
that such detail is lacking. I will be ha appy to answer your questions 
and, if I cannot answer them immediately, I will gladly supply the 
requested information. Furthermore, my testimony is to be followed 
by that of other witnesses from industry. In total, we hope to bring 
home to you the very serious situation presented by the continued, 
large-scale, operation of the MSTS fleet. I repeat, gentlemen, that 
this fleet is carrying annually millions of tons of cargo that can, and 
should, be transported by private industry. No one questions that, in 
time of emergency, this country must turn to its merchant marine for 
support of our military effort. To the extent that competition is 
permitted to continue, your merchant marine is made incapable of 
fulfilling that need, if and when the occasion arises. 





MILITARY SEA TRANSPORTATION. SPRVICE 207 


Mr. Auten. Thank you very much, Mr. Maloney. 

Now, in accordance with your prior statement, if General Franklin 
will come forward we will be pleased to hear him. 

General Frankurn. Thank you. 


STATEMENT OF MAJ. GEN. JOHN M. FRANKLIN, PRESIDENT, 
UNITED STATES LINES, NEW YORK CITY, N. Y. 


Mr. Avten. General Franklin, if you will identify yourself for 
the purpose of the record we will be pleased to hear whatever state- 
ment you care to make. 

General Franxurn. Yes, sir. I am John M. Franklin, president, 
United States Lines, home office 1 Broadway, New York. 

May I now make my statement / 

Mr. Aten. Yes, proceed, General. 

General FranKuin. Considering the present regulations under 
which the MSTS is working, I cou sider that Admiral Denebrink and 
his staff have been eminently fair (so far as I know) in the allocation 
of cargo to berth lines under ex dine formula. 

When the MSTS had ships under charter or allocated, it was only 
prudent operation that these ships be employed to carry defense cargo 
to the limit of their capacity. It must be recognized that in the 
past it has been necessary at times for the MSTS to charter ships or 
obtain ships by allocation for emergency movement of cargo. In some 
cases it has been necessary to take these ships for a considerable 
period, say, 4 months, and being under charter they must be utilized 
until the charter expires. But new charters should not be made if 
berth ships are available which is the situation today. 

I think it should be established as to just what ships; special types 
of ships; nucleus ships should be in the permanent fleet of the MSTS. 
After these ships are fully utilized, MSTS controlled cargo should be 
carried on berth ships. 

Since the start of the movement of military cargoes abroad, berth 
operators have participated in the carryings through allocations made 
by the Military Sea Transportation Service, and its predecessor, under 
contract and berth terms. These cargoes, of course, have constituted 
a substantial part of our total carryings—I am talking about the 
United States Lines—particularly in the North Atlantic, as well as in 
the Far East. 

Prior to August 15, 1951, participation of the berth operators in this 
cargo was effected through bookings made without a formalized pro- 
cedure of allocations by the military. However, some effort was made 
by the military to obtain maximum use of berth space. 

With the increased employment of Government-controlled shipping 
and time charters, occasioned by the Korean war, and coupled with the 
decline in bookings of commercial cargoes, it became necessary to have a 
policy established which would set forth the extent to which the regu- 
larly scheduled berth-liner operators would share in this movement. 

Accordingly, representations were initiated by the Pacific coast op- 
erators to the Martime Administration, and a meeting with Mr. Koeh- 
ler, then Assistant Secretary of the Navy, was arranged late in 1950. 
Mr. Koehler supported the position that it was the mandate of Con- 
gress that all Government agencies foster the American merchant ma- 
rine and that a maximum use of berth-liner space by the Military Sea 
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Transportation Service should obtain. This outline of broad general 
policy was incorporated in the Memorandum of Agreement signed by 
the Secretaries of Defense and Commerce on August 15, 1951. 

This agreement states : 

That after employment of USS (United States ships manned by blue jackets, 
naval crews) and USNS (United States ships manned by civilian crews), and 
not including general agency agreement vessels, military cargo requirements are 
to be met in the following manner : 

(a) Maximum utilization of available berth space wherever this is consistent 
with military requirements. 

(b) Time charter of suitable privately owned merchant vessels to the extent 
these are voluntarily made available by industry. 

(c) Shipping provided by the National Shipping Authority under general 
agency agreement. 

(d) In the event that United States flag shipping is not available under the 
conditions stated above, the Military Sea Transportation Service may employ 
foreign-flag shipping only to the extent necessary to meet urgent military re- 
quirements which cannot be met in time by other means. 

It is to be noted that this agreement specifies—*Maximum utiliza- 
tion of available berth space wherever this is consistent with military 
requirements’ —and takes precedence over the use of time charters and 
National Shipping Authority vessels. This overall policy, we be- 
lieve, was generally adhered to by the Military Sea Transportation 
Service until May 19, 1952, at which time instructions were issued by 
the commander of the Military Sea Transportation Service to area 
commanders which, in effect, placed a maximum limit on the share 
of military cargo which the commercial operators could participate in. 

The pertinent paragraph in these instructions reads : 

(b) In allocating shipping to meet the requirements of the shipper services for 
a forward period, the commander, Military Sea Transportation Service, will pre- 
scribe the percentage of cargo tonnage by each Military Sea Transportation 
Service trade route to be moved in commercial berth vessels. This will be de- 
termined by calculating the percentage of the total amount of cargo—exclusive 
of that moved in Military Sea Transportation Service ships (USS and USNS)— 
forwarded on each route under shipping contract and berth terms during the 
calendar year 1951. These percentage factors will be applied to all monthly 
shipping requirements by Military Sea Transportation Service area and sub- 
area commanders and will be subject to periodic review by commander, Military 
Sea Transportation Service. 

These instructions, as amended, also prescribed the percentage of 
cargo tonnage by each trade route to be moved in commercial berth 
vessels, namely: 

Percent 
On the berth Atlantic to Europe 
On the berth Atlantic to United Kingdom_ 
On the berth Atlantic to Mediterranean 
And on the berth Atlantic to Far East 

This Military Sea Transportation Service basic policy, announced 
May 19, 1952, was objected to by Adm. E. L. Cochrane, then Maritime 
Administrator, in his letter of June 10, 1952, of which I have a copy 
that I will be glad to supply the reporter, in which he stated that it 
would appear to be inconsistent with the fundamental policy adopted 
by the Secretaries of Defense and Commerce. Admiral Cochrane 
feared at that time that a literal interpretation by the Military Sea 
Transportation Service area commanders would result in specific per- 
centage calculations becoming the maximum volume of cargo offered 
to the berth operators regardless of the amount of space offered. This 
is exactly what happened. 
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‘Phe Miktary Sea Transportation Service on July 15, 1952, issued 
what is known as basic instructions applicable to Military Sea Trans- 
portation Service shipping contracts, comprising the restrictions and 
limitations on the use of United States flag vessels privately operated 
in berth service. 

Paragraph 6 (a) of the July 15, 1952, instructions reads as follows: 


6. Application of MSTS trade route percentages by area and subarea com 
manders: a. From the total of the monthly shipping space requirements for 
each trade route, as reported by the shipper services, area or subarea com 
manders, for their respective commands, will deduct all reefer tonnage, From 
the balance, they will deduct that tonnage less reefer, it is estimated will be 
moved in Military Sea Transportation Service ships, USS, that is, U. S. bluejacket 
ships, and USNS ships. The remainder is the total to which the trade route 
percentage figure prescribed by commander, Military Sea Transportation Service, 
is to be applied for determining the amount of tonnage to be moved under berth 
and shipping contract terms. 

We, of course, have no way of knowing what the Military Sea Trans- 
portation Service nucleus fleet should be. However, we do believe that 
the policy laid down by the Secretaries of Defense and Commerce 
should be changed to give the berth operators, operating on regular 
established trade routes, first choice in carrying vaitney cargo on those 
routes; the Military Sea Transportation Service to use their nucleus 
fleet. for cargo destined to territories not covered by regular American 
line services and cargo which is considered by the proper authorities 
to be of a secret nature. 

It might be pointed out here that the earnings of the subsidized berth 
operators are subject to recapture by the Government: therefore, these 
subsidized berth operators become partners of the Government. Fur 
ther, as the subsidized berth operator must make a minimum number of 
sailings under his contract, the military authorities are assured of a 
regular and dependable service. 

The United States Lines are not complaining of the amount of cargo 
they are receiving under the present formula, but we believe the 
formula is outdated as the volume of cargo has decreased—and when 
I say the volume of cargo has decreased that means recently both 
MSTS cargo and commercial cargo—and the berth operator should 
be given an opportunity to carry more of the volume, and I am now 
talking of MSTS cargo, and this can be accomplished by giving the 
berth operator the opportunity to carry all cargo offered regardless 
of percentages. 

The United States Lines believes that the same formula for home- 
ward cargo should be used as that suggested for outbound cargo. 

We believe that the present formula should be changed by giving the 
regular established berth operators first priority on outward and in- 
ward cargoes, including airplanes, ammunition, and refrigerated 
cargo. These three commodities are not offered to the berth operators 
in the Atlantic unless an MSTS ship is not in position to handle the 
cargo. 

The Military Sea Transportation Service receives at 15-day intervals 
from the berth operators reports of space both under and on deck, and 
refrigerator space available for a period of the 2 following months. 

The space estimated to become available in May and June is re- 
ported, for instance, on April 10, again on April 25: on May 10 the 
projection is extended to cover June and July. 
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Thus the Military Sea Transportation Service is able to determine 
well in advance if the available cargo will be in excess of the berth 
capability to lift it. This is considered unlikely, but there would be 
ample time to meet such a situation should it arise. 

(The letter of June 10, 1952, from Adm. E. L. Cochrane, Maritime 
Administrator, referred to by General Franklin is as follows:) 


[Copy of letter] 


Wasuineton, D. C., June 10, 1982. 
Adm. W. M. CALLAGHAN, 
Commander, Military Sea Transportation Service, 
Washington. 

A recent memorandum from Admiral Wilson which followed a telephone con- 
versation on May 17, forwarded copy of COMSTS instruction 4622.3 designed 
to advise your area and subarea commanders of the basic policy applicable to 
MSTS shipping contracts. I had heard previously from the Director, National 
Shipping Authority, that issuance of such a directive was being contemplated 
and I appreciate the opportunity afforded to analyze the document in its 
final draft. 

I noted with considerable interest that the “policy” portion of the instructions 
(specifically par. 4c) takes cognizance of the memorandum of agreement between 
the Secretary of Defense and the Secretary of Commerce, dated August 15, 1951, 
by stressing that United States flag berth services should be used to the maximum 
extent possible. However, the “implementation” portion of the instructions ddes 
not appear consistent in some respects with the fundamental policy adopted 
by the Secretaries of Defense and Commerce. Possibly it is intended that your 
area and subarea commanders are to consider the “implementation” provisions, 
especially paragraph 5b, as a guide only or possibly as a minimum, but if inter- 
preted literally the net result very easily could be at variance with the previous 
adopted policy by utilizing United States-flag berth lines to the “maximum 
practicable extent,” resulting in the specific percentage calculations becoming 
the maximum volume of cargo offered to berth operators regardless of the 
amount of space available. 

I realize fully that you have consistently endeavored to support the privately 
operated United States-flag shipping industry and I know that your problems 
in connection with implementation of that policy are accentuated with a rela- 
tively large number of ships now being offered to you for time charter. Our 
particular concern develops over the possibility of a strict interpretation of 
COMSTS instruction 4622.3 resulting in the use of Government-operated gen- 
eral agency ships to the detriment of privately operated United States-flag ships. 

I recognize that speed, compartmentation, and position are all factors to be 
considered in utilizing space aboard privately operated ships whether berth 
or time chartered, but as long as it is necessary for MSTS to utilize the large 
number of GAA ships now at its disposal, it is reasonable to expect that full 
and effective utilization of privately operated tonnage can be accomplished. 
There are, of course, exceptions in the case of specially fitted ships and oceasional 
overriding security conditions. 

Although the copy of COMSTS instruction 4622.3 received with Admiral Wil- 
son’s memorandum was termed a draft, I am informed it has now been issued 
formally to your field personnel. I am sure you understand and agree with our 
interest in seeking to avoid the use of GAA ships when privately operated ships 
are available to MSTS. 

I would appreciate your assurances that provisions of COMSTS instruction 
4622.3 will not be interpreted at the port level in such a way as to conflict with 
the fundamental policy of utilizing space available from the commercial and 
Government sources on the priority basis as outlined in the agreement entered 
into between the Secretaries of Defense and Commerce. 

Sincerely yours, 
EB. L. CocnHrane, Maritime Administrator. 


General FrankuLin. Now, that is my prepared statement, and I 
would like, if you please, Mr. Chairman, to go a little bit further, as 
I believe the figures I am about to give you will be illuminating. 
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‘Lhe United States Lines has at present a fleet of 46 cargo ships. 
Forty of them are C-2’s with a bale cubic foot capacity of about 
560,000 cubic feet. It has 6 Victory ships, and they have a bale 
cubie foot capacity for cargo of about 500,000 cubic feet. 

We also own and operate the steamship United States, and the 
steamship America. 

Of those 46 cargo ships at the present time 3 are laid up. Thirty 
are used in the Atlantic and the balance in the Pacific. That would 
leave 16 in the Pacific. 

That is a good deal of space to keep full, which, of course, is out 
constant endeavor: 

Last year, that is, in 1953, the United States Lines had 179 sailings 
from North Atlantic ports to Europe. That is, to north Spain, Ham 
burg, channel, and Antwerp-Rotterdam services, and 49 to the west 
coast of the United Kingdom. That is called Mersey service. 

Those ships carried 615,205 measurement tons with a total revenue 
of $10,694,000. 

After loading all of the commercial and military cargo that was on 
board those 179 ships sailed with 19 percent of their space unoccupied. 

On the 49 sailings from the North Atlantic ports of the United 
States to the west coast of the United Kingdom, those ships sailed with 
21 percent of the space available for cargo unoceupied. 

Now, in order to just complete the picture the United States Lines 
sailed in their Far East service, Pioneer Lines, 21 ships in 1953, and 
there was only, in the case of those ships, after loading all of the com 
mercial cargo on board and the military cargo on board, 4 percent 
empty space. 

With me here today is Mr. McIntyre who is the general freight 
traffic manager of the United States Lines, who has been in day-to 
day contact with the MSTS. He is the spokesman for all of the 
American lines which have space contracts in the North Atlantic with 
the MSTS. 

L will be glad to do my utmost, Mr. Chairman, to answer any ques- 
tions that you or any members of your committee have. I thought 
it might be wise to have Mr. McIntyre here because there are a number 
of details with which I might not be familiar. That concludes my 
statement, sir. 

Mr. Auten. Thank you, General Franklin. Do yeu have any ques 
tions, Mr. Mumma, or Mr. Van Pelt ! 

Mr. Van Petr. I have no questions, Mr. Chairman. 

Mr. Aten. Mr. Bonner, do you have any questions / 

Mr. Bonner. General, I have been interested in your full statement. 
I did not recall whether or not you addressed yourself to the question 
of what saving to the Government there would have been had there 
been a greater use by MSTS of American flag berth vessels with regard 
to reporting fewer unprofitable voyages and more profitable voyages, 
thereby reducing the amount of subsidy required. 

General Franxuin. Mr. Bonner, your question, as I understand it, 
sir, has reference to the recapture provisions of the 1936 act, is that 
correct, sir é 

Mr. Bonner. Yes. 

General Frankiin. The United States Lines has about $32 million 
of capital necessarily employed in the business. 
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The United States Lines is allowed to make, therefore, 10 percent 
of that amount, or $3,200,000 profit per annum prior to recapture. 

It is perfectly obvious that the better the operation and the more 
money the ships of the United States Lines turn in from their voyage 
accounts, the more profit they make, and the more money ; will be 

ivailable for recapture. 

As I think all you gentlemen know, the recapture provision is as 
follows: That over and above 10 percent on the capital necessarily 
employed, all profit is to go into the special reserve fund, and at the 
end of the accounting period it is divided 50-50 between the Govern- 
ment and the owner up to the amount of the subsidy. 

So, therefore, it is perfectly obvious that the more money the ships 
make the more money the Government gets back in recapture. Is that 
what you have reference to? 

Mr. Bonner. But do you have any idea what loss you may have 
incurred? In one group of sailings you had 4 percent of the space 
unoccupied, if I may use that expression, and in another group of 
sailings I think it was 19 percent of the space unoccupied. Do you 
infer that the operation of the MSTS contributed to that lack of 
full cargo? 

General Franxurn. I would say, Mr. Bonner, that it is perfectly 
fair to say that if the Military Sea Transportation Service had been 
able to supply those ships, or had supplied those ships with more 
cargo, that those ships would have made more money and the recap- 
ture would have been greater and the Government would, therefore, 
have profited from it. 

Mr. Bonner. What is the normal average, or anticipated amount 
of unoccupied cargo capacity per sailing, if I may put it in that man- 
ner? Do you understand my question ¢ 

General Franxurn. Yes; I understand exactly what you mean. Our 
object is to get the ships as full as possible. 

Mr. Bonner. But is there not anticipated by the shipping os 
an overall average which anticipates that you cannot run with a full 
cargo all the time? 

General FranKLIN. Oh, yes, sir. That depends on the trade. 

Mr. Bonner. Was this above the average, or was it below the 
average / 

General Franxury. I could not answer that. I could not answer 
that, Mr. Bonner, because I do not know what the other lines did. 

Mr. Bonner. Do you know of any instances—— 

Geenral FranKuin. Excuse me, sir. 

Mr. Bonner. Yes, sir. 

General Franxurn. There have been, of course, years like 1947 when 
every one of our ships was full, that is, going eastbound. 

The answer to your question is if the cargo had been available we 
would have filled those ships and would have averaged 20 percent more 
revenue, with no more additional cost except the handling cost, the 
stevedoring, which we figure at about 40 percent, so that those voyages 
would have been a good deal more profitable and the Government 
would have gotten a ood deal more in recapture. 

Mr. Bonner. Are there instances where MSTS operated chartered 
vessels parallel to your berth lines? 

General Frankuin. Yes; there were. 
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Mr. Bonner. Did they charter, if you know, from a subsidized 
operator ¢ , 

General Franxurn. IT cannot answer that, Mr. Bonner. I do not 
remember that any of the ships that ran to Germany and the North 
Atlantic were chartered from a subsidized operator. 

You asked me whether they were chartered. In some cases they 
were Mariner ships, and they wanted to use them on a short run when 
they first were delivered, and I think there was some reason for that, 
but they did work some Mariner ships under allocation to the Military 
Sea Transportation Service to Europe. 

Now, Mr. McIntyre, will you come up here? Is that a correct 
statement? Mr. McIntyre will answer any questions that I cannot 
answer. I will ask you if that is agreeable to the Chair? 

Mr. ALLEN. Please identify yourself for the purpose of the record, 
Mr. McIntyre. 

Mr. McIntyre. I am Philip E. McIntyre, general freight traffic 
manager, United States Lines. 

Mr. Bonner. Do you know of aiiy case where the MSTS chartered 
from a subsidized operator and operated the chartered vessel in the 
route of the subsidized vessel ? 

General Franxurn. I do not know of any cases. There may be 
cases, but I do not know of any. I cannot name any. 

Mr. Bonner. It would generally be discussed in shipping circles if 
incidents like that took place, would it not? 

General Franxuin. Yes, it probably would, but I cannot name one, 
Mr. Bonner. 

Of course, there are cases where MSTS chartered ships for good 
and sufficient reasons, and then found themselves with the ship on 
their hands and ran it wherever they had cargo offerings. 

Mr. Bonner. I believe in your original statement you gave an 
opinion on the number of vessels, or the tonnage that MSTS could 
eliminate from its nucleus fleet. 

General Franxutn. No, I did not, Mr. Bonner. I think that was 
in Mr. Maloney’s statement. 

Mr. Bonner. In your opinion, with safety to the national defense, 
and with benefit to the American-flag vessels, what percentage of their 
operation could they eliminate? 

General Franky. I cannot answer that, Mr. Bonner. I do not 
know enough about the MSTS operations. 

I would like to reiterate that, from what I know of it, MSTS has 
been well handled, and all I can say on that subject is that I think 
they ought to have a nucleus fleet, and they should not charter, or ac- 
quire by any other means, ships to be run on berths where there are 
privately owned shipping companies running a regular service. 

Mr. Bonner. What is the major deterrent to the expansion and 
successful operation of the American merchant marine? 

General Franky. Well, there are quite a number of them. I 
would think No. 1 is the high cost of the American flag. That is 
No. 1. 

Mr. Bonner. What do you men by high cost? 

General Franxutn. I mean by that, sir, that the wages on the 
American-flag ships are so much higher than on the foreign-flag ships. 
As an example, I have seen various figures on it. The wages on a C-2 
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freight ship, of which we have 40, including overtime, is $24,000 a 
month. The wages ona British ship, the same size, are approximately 
$4,500. 

Mr. Bonner. What were the first figures / 

General Frankiin. $24,000. 

Mr. Bonner. $24,000 on what? 

General Franxuin. On the C-2, $24,000 including overtime. That 
is, $24,000 a month. Iam not trymg to give you the pennies. 

And on a British ship of a similar size, it 1s $4,500 per month. 

Mr. Bonner. Approximately six times as much ? 

General Frankiin. Excuse me a minute; Frank, is that about the 
right figure ? 

Yes, Mr. Bonner, that is about the right figure. 

Mr. Bonner. Of course, I do not want to try to break down the 
standard of living, or overlook perhaps any skills, but outside of 
wages, is there any field of cooperation between the labor and manage- 
ment that can be dealt with to bring that differential in cost down ¢ 

General Franky. I do not think so, Mr. Bonner. We have had 
a number of conversations with—in the ordinary course of our busi- 
ness, with the gentlemen who run the unions. Iam not one that thinks 
the cost is coming down. Other people may think so. 

Mr. Bonner. What is the attitude of the people in the industry 
with respect to the resistance here in Congress for supplying a suffi- 
cient amount of funds to meet the accrued and the subsidized operating 
costs ¢ 

General Franxuin. If I may, I would rather you asked me what 
my Own opinion is. 

Mr. Bonner. Well, I take it your opinion would be—well, that ts 
perfectly all right. 

General Frankuin. I am very much disturbed about it, very much 
disturbed. 

Mr. Bonner. | am disturbed about whether we are going to have 
more merchant mariners on shore. 

General Frankiin. I am disturbed about it, too. 

Mr. Bonner. Whether we are going to be able to carry on the oper- 
ations and the functions that we know are of vital interest to commerce 
and business and the national defense, all three. What are we neglect- 
ingtodo? What suggestions have you to offer to meet it? 

General Frankiin. In my opinion, Mr. Bonner, the 1936 act is a 
very good act. In my opinion, the 1936 act will accomplish the pur- 
pose ; the 1936 act certainly has in it ample safeguards for the taxpay- 
ers when you consider all of these recapture provisions, it is an emi- 
nently fair act, in my opinion, and if the Congress, in its wisdom, 
will appropriate the necessary funds, if the act is properly adminis- 
tered, I think the act can equalize the cost for American ships with the 
cost of operation of foreign-flag ships, and we will have an American 
merchant marine. 

Mr. Bonner. Can you tell me why the construction differential and 
the operating differential isso far apart / 

General Frank in. I am not clear on that question, Mr. Bonner. 

Mr. Bonner. Well, we agree to pay 50 percent, 40 to 50 percent con- 
struction differential due to standards of living, and the cost of con- 
struction here in the States; is that about correct ? 

General FRANKLIN. Yes. 
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Mr. Bonner. Then according to this statement, there is a difference 
of about 600 percent in the cost of operation. Is that correct ? 

General Frankuin. That is inthe crew. The difference between the 
crew costs, yes, sir. 

Mr. Bonner. I am trying to find out now why that vast difference 
in those two should exist. 

General Frankurn. As I understand your pomt, Mr. Bonner, it is 
this: Why it costs six times as much to build a ship in this country as 
it does abroad ? 

Mr. Bonner. Well, that is the reverse of the question. 

General Frankurn. The reason for that is because the shipyards 
in this country have been smart enough to use machinery, and the 
know-how, and the use of machinery is very far advanced in this 
country and it is not at all a case of labor in that case. 

Mr. Bonner. What would you then give credit to? Is the com- 
parison fair and equal on shore and at sea with respect to labor ? 

General Frankirn. What you mean is, do you think—do I think 
that the seamen are getting more money ¢ 

Mr. Bonner. On water and on shore. 

General Franky. I do not think so, not substantially, no. We 
made quite a careful study of that, and there is some disparity, but 
it is not very great,no. In other words, if you compare the American 
coal miner with the British coal miner, you will have pretty nearly 
as much a difference as you do on ships. 

Mr. Bonner. Is there anything that can be done to pull the operat- 
ing costs down ? 

General Franxuiry. If there is, I would like somebody to tell me. 
I cannot find any. 

Mr. Bonner. It is a question that interests me very much. 

General Franky. Yes. We are constantly studying it. I do not 
know how to do it. Maybe somebody can give me a way to do it, but 
I have sure got a job for someone who can do it. 

Mr. Bonner. What is this committee going to be able to do to 
have sufficient funds appropriated so as to keep afloat an economical 
operation of such a fleet? 

General Franxiin. Well, I have a great respect for this committee. 
| have a great respect for the Merc hant Marine and Fisheries Com- 
mittee, of which this is a subcommittee. And I think you have got 
to keep preaching the gospel. I think you have got to do your utmost 
to persuade the gentlemen of the Congress that may not have as much 
interest as you have, the importance of this thing. 

Of course, I was Chief of the Water Division of the Transportation 
Corps during the war. I do not mind saying that it was not until the 
spring of 1945 that every decision of the Joint Chiefs of Staff was 
that they did not have, certainly in the light of the shipping capa 
bility, did not have ships enough to do everything that was necessary 
to move the troops and supplies that were needed until the spring of 
1945, 

Now, when you are spending 40 to 42 billion doll: ars a year for de 
fense, it is just criminal, it is suicidal, in my opinion, not to have an 
adequate merchant marine and if we are going to have it, we have 
got to pay for it. 

Mr. Bonner. How much will it cost the American taxpayers to 
carry the freight in the MSTS rather than in American-flag ships / 
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General Frankurn. That one I cannot answer, Mr. Bonner, 

Mr. Bonner. Is there some way we can find out? 

General Franky. I do not know. You gentlemen will have to 
find that out. I cannot find it out. 

Mr. Bonner. Where would we find that information ¢ 

General Franky. | do not know. 

Mr. Bonner. A comparison of the costs ¢ 

General Frankiry. I cannot give it to you; I cannot give you 
that; that is all I can say now. 

Mr. Bonner. Haye you any idea? 

General Franky. I would rather not guess. 

Mr. Bonner. That is all, Mr. Chairman. 

Mr. Auten. Mr. Ray. 

Mr. Ray. General Franklin, has the proposed change in the formula 
been taken up with the MSTS and the Department of Commerce? 

General Frankurn. I have not taken it up with them. 

Mr. Ray. Has it been taken up, so far as you know ? 

General Franxkuin. I do not know that it has, 

Mr. Ray. How much would the effect of that change be on the busi- 
ness of the merchant marine ? 

General Franxurn. That is a very hard question to answer, a very 
hard question to answer. There is not any doubt in my mind that 
had they—that if the MSTS offered all the freight that they have 
available to the berth lines, instead of using chartered and allocated 
ships, the berth lines would have carried more freight. 

Now, I do want to try to be fair to the MSTS. Under certain cir- 
cumstances, they might have been right in chartering ships and asking 
for ships under their allocation, but the point is now that business has 
fallen off, and j just as I said in my statement, what we would like to see 
13 the MSTS operating only in what we designate as the nucleus ships. 

Mr. Ray. My next question is, how much improvement to the mer- 
chant marine would follow? 

General Frankuin. I think it would be considerable, sir. But, 
again, it all depe ae we how much MSTS business is going to move. 
It looks to me like there is going to be a considerable movement of 
MSTS business across s the Atlantic, at least, for some time to come, if 
the present number of troops, American troops, are kept in Europe, 
and if the Germans form 12 divisions and we have to supply them with 
a good part of their basic material, I would think there would be « 
substantial movement across the Atlantic. 

Mr. Ray. With the 19 percent unused space in Atlantic sailings to 
Europe, do you know the extent to which MSTS would use its own 
ships, cargo ships, for cargo you could have carried on those ships? 

General Franxurn. I cannot give you any figures on that. I do 
not actually know. 

Mr. Ray. Or do you think it would have been substantial ? 

General Frankuin. I think it would be. 

Mr. Ray. One of the earlier witnesses testified that the concessions 
made by the shipping lines to MSTS from their established rates, and 
1 think that some of them went as high as 25 percent, and they were 
described as the kind of concessions which a large shipper would be 
entitled to get. 
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General Frankiin. As I understand it, the rates have all been 
worked out with the committee, and Mr. McIntyre has had a great deal 
to do with it in conjunction with the MSTS. 

Mr. Ray. Were those concessions the result of the power that the 
MSTS has over the registration ¢ 

General Frankuin. I| think the concessions are due to the strength 
of MSTS, and I do not know how you can complain unduly about 
MSTS running the operations as reasonably as possible. 

Mr. Ray. Did the concessions on the other business continue, or is 
it just because of the peculiar power of the position of the MSTS? 

General Frankuin. On the very big shippers—I think they have 
been fair about it. 

Mr. Ray. That is all. 

General Frankuin. I would like to also say this, in all fairness to the 
MSTS, of course they have been running troop ships, C-2’s and C-4’s 
to Europe to carry troops, and dependents, and that is right, because 
the private lines could not handle those troops and dependents, They, 
as I remember, booked about 2,000 dependents on the United States 
and the America in the last 6 or 8 months, but the private lines cannot 
carry the troops—at least, we cannot. 

Mr. Ray. Could you carry the dependents? 

General Franxuin. Yes; that is about all we could have carried. 

Mr. Ray. Our problem here, of course, in one sense is to find out 
what power the MSTS has and whether there has been or is likely to 
be an abuse of that power. 

General Franxuin. Yes. 

Mr. Ray. And you do not think, so far as the rate discussion has 
been concerned, that there has been an abuse of that power ¢ 

General Frankuin. Would you mind if I asked Mr. McIntyre that 
question ? 

Mr. Ray. No. 

Mr. McInryre. I would not think so, Mr. Ray. It was the result of 
negotiations, long and protracted, and, as the general said, the MSTS 
had the cargo and it was somewhat like the commercial trade, 

Mr. Ray. Has it been used fairly as between lines? 

Mr. MclInryre. Yes, definitely; I am convinced of that; no 
favoritism. 

Mr. Ray. That is all. 

Mr. Auten. Mr. Garmatz. 

Mr. Garmatz. I want to ask you one question. Some statement was 
made with reference to a letter that you got from Admiral Cochrane 
that was to have been inserted in the record. 

General Franxurn. Yes. 

Mr. Garmatz. With reference to the agreement between the Depart- 
ment of Defense and the Department of Commerce. 

General Franxuin. Let me see the letter a minute. Yes, this is it. 

(The letter referred to appears on p. 210.) 

Mr. ALLEN. General Franklin, you referred to your experience dur 
ing World War II. I would like you to comment on three subjects, 
if you care to give them to us. 

One, the virtues of the two systems, the British system and our 
own, to handle the wartime cargo. 
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Second, whether or not the coordination departments of Govern- 
ment are sufficiently developed so as to control the nucleus fleet with 
equal regard to the military necessary and the necessity for keeping 
up the berth fleet. 

And third, if you can estimate it, the length by which World 
War ITI was prolonged, if it was prolonged, by reason of our not hav- 
ing ships—full strength of ships, until 1945. 

General Frankirn. That is a pretty difficult question, Mr. Allen. 
Let me say I think the answer to the first one is that there should have 
been an agreement as to whether the nucleus fleet-—I must admit that 
there would have to be some MSTS operations. What stands out in 
my mind so clearly is the troopships, there certainly are not available 
enough passenger ships to carry the troops between the bases and 
between this country and Europe and/or Korea, the Philippines, et 
cetera. As to making provision for the troopships, and ships to go 
to routes where there are not any established lines, then I think the 
object should be to go as near as possible to the British system. 

As I understand it, the military contracts with the private owners to 
carry the business. 

Now, as to the length of time that the war was prolonged because 
we did not have enough ships, that is hard to answer. I know of my 
own experience, there were divisions held up in this country after they 
were fully trained that could not be moved because the ships were not 
available. I know the rule was 8 measurement tons per man initial, 
and 1 measurement ton per man per month, to keep them overseas. 
There was always a struggle to find the ships to move the troops and 
move the equipment. 

As you will remember, they fitted up 220 10-knot Liberty ships to 
carry 500 troops apiece, which was a dreadful w: ay to move American 
troops; they never did have t roop transports e1 nough. 

I think that somewhere along the line there has to be determined 
what the military will need, what the estimate would be of what they 
will need in time of war, or for the first year of war; I would not say 
positively, but only an estimate, and then we should aim to have that 
number of ships in being. 

Mr. Auten. When you say “in being,” do you mean in operation 
as well as the actual physical ships ? 

General Franky. I think we should have a certain number of 
ships in operation because there is always a delay in pulling these 
ships out of mothballs and manning them, which is just as important. 
as the ships; that is, to train personnel to handle them. 

There was a delay in the last war to get the trained crews when we 
expanded so rapidly. You must remember, if my figures are right. 
and if my memory serves me right, we built in this country in 1942, 
12.5 million tons, deadweight tons, of ships, and at the end of that: 
vear, there were 250,000 tons of ships less in the allied pool than there 
was at the start of the year because of the effect of the German sub- 
marines. Our people, our allies in Europe, did not build any mer- 
chant ships. They could not. So I have not the slightest regard for 
these gentlemen who say, why we will leave that to the allies. 

Mr. Noretap. A lot of the troop carrying was done by the British, 
was it not? 

General Franxur. Yes 
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Mr. Norsiap. The Queen Mary carried a lot of them. 

General Franky. I do not want to detract for one moment, the 
wonderful job that the Queen Mary, the Queen Elizabeth, and the 

Aquatania did. Of the troops carried overseas, those three ships—I am 
told—of American troops carried overseas, those ships carried about 
8 percent. 

Mr. Auten. Any further questions? 

If not, the committee appreciates your presence and the statements 
you have given us. ‘They will be very helpful to us. 

Mr. Bonner. There is one other question. I was interested to know 
just how, on page 3 of your statement, I think it is, this letter of May 
19, 1952, changed the arrangement, the percentage arrangement. On 
the fourth page of your statement, just why do you think that hap- 
pened in May, 1952? 

General Franxurn. I think that the MSTS decided that they 
needed more ships and, therefore, they proceeded on the basis that they 
thought was right, and there was nobody to stop them from doing it. 

Mr. Bonner. Do you think they were right in that? 

General Frankuin. I think your point is a very good one. And 
there was no control over them. 

Mr. Bonner. There was an agreement, was there not? 

General Frankurn. Well, Phil, what would you say to that? 

Mr. McInryre. Mr. Bonner is referring to the agreement between 
Secretary Lovett and Secretary Sawyer. That is true, is it not, Mr. 
Bonner, the agreement to utilize the first ships to the maximum possi- 
ble extent. 

Mr. Bonner. And they broke that off, did they not? 

Mr. McInvryre. Well, they departed from it. 

Mr. Bonner. Yes. My question is, why did it happen at that very 
time, because they could get away with it ? 

Mr. McInryre. They “had, at that time, as I recall, a number of 
ships under time charter, voyage charter, and I do not know exactly, 
but we got the impression they determined that the time had come to 
make sure that there was a confirmance of those ships and therefore 
they set an arbitrary percentage of the amount that would be 
allocated. 

Mr. Bonner. Do you know if there was any resistance offered in the 
Department ? 

Mr. McIntyre. Yes. 

Mr. Bonner. The Department of Commerce? 

Mr. McInryre. Yes. We were there and we protested at the 
moment we heard it. 

Mr. Bonner. The Department joined with you ? 

Mr. McIntyre. Yes; through the National Shipping Authority 
which was present at the meeting. They registered their objections 
as well. We knew it was detrimental. 

Mr. Bonner. Was that to the Secretary individually ? 

Mr. McIntyre. No. This was on, you might say, the working 
level; Admiral Callaghan knew at that time of the immediate protest. 

Mr. Bonner. There was sufficient private operation to take care of 
the situation ? 

Mr. McIntyre. Yes. Even then we needed cargo badly; as we 
pointed out, this was going to put a ceiling on the cargo and 1951 
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might be a good year and 1952 might be reasonably so; but the time 
would come, and it is here now, when the MSTS had a much smaller 
amount to ship and 55 percent of that smaller amount would be 
very—— 

Mr. Bonner. Disregarding all conditions and all agreements, the 
Military Sea Transport broke their agreement ? 

Mr. McIntyre. Well, I would say 

Mr. Bonner (continuing). For no substantial reason ¢ 

Mr. McInryre. They assumed that they had good reasons for doing 
this. 

Mr. Bonner. There were plenty of available private vessels, « 
shall I say, there was ample private vessels available / 

Mr. McIntyre. Yes. 

Mr. Bonner. Privately owned vessels ? 

Mr. McInryre. Yes. 

Mr. Bonner. So then for no reason other than that they wanted to 
expand the MSTS, they broke the agreement ? 

General Frankuin. Well, now, I think we ought to be careful about 
that. 

Mr. Bonner. That is the way it appears to me. 

General Frankuin. You may be right, but I am not prepared to 
make that statement, and I do not think that Phil ought to, because 
we only know 

Mr. Bonner (continuing). Business was dropping; there were 
plenty of privately owned vessels. 

General Frankuin. We only know about our own lines. That, we 
must bear in mind. 

Mr. Bonner. Well, I imagine you keep pretty much in touch with 
all of the other vessel operators; do you not ¢ 

General Frankuin. We try to. 

Mr. Bonner. You would not have been so successful if you had not. 
My conclusion is that they just went to work on that basis, and they 
broke the contract, violated the agreement, when there was ample space 
tocarry thecargo. Isthat right? 

General Franxun. I would rather not testify to that. 

Mr. Bonner. You would not want to do so? 

General Franxur. No, 1 do not think I should. 

Mr. Bonner. That isall, Mr. Chairman. 

Mr. Auten. There is just one further question I want to ask the wit- 
ness, whether there is sufficient coordination between the departments 
of Government now, so that the military necessity—so that the ques- 
tion of keeping the merchant marine operations protected—can be ac- 
complished. 

General Franky. So far as I know, Mr. Allen, Admiral Callaghan 
could not have been more frank in giving you all of the information— 
I mean, Admiral Denebrink could not be more frank in giving - the 
information we asked for. I have to say that in all honesty. I still 
go back to the fact that they ought to have a nucleus fleet and not be 
running ordinary cargo ships unless the berth services are not sufficient 
to carry their business, or unless there is an emer gency. 

I think that is the whole difference, practic ally the whole difference, 
between MSTS and the berth operations. 
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Mr. Auten. Is it not true that the Department of Commerce has 
one position and the Department of Defense has another position, with 
no one to settle the argument except the President, and he has a few 
other things that he must attend to. 

General Frankiin. I would say you are 100 percent right, and what 
you are saying is that there are no rules set down. 

Mr. ALLEN. Yes. 

General FRANKLIN. On how to play the game. I think yow are ex 
actly right and I think that is the main weakness. 

Mr. Auten. Thank you. If there are no further questions, the com 
mittee will recess until 10 a. m. tomorrow morning. 

General Franxuin. Thank you, gentlemen. 

(Thereupon, at 12:11 p. m., the committee adjourned, to meet at 10 
a.m. the following day, Wednesday, May 5, 1954.) 
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Minirary Sea TRANSPORTATION SERVICE OF THE 
CoMMITYEE ON MercHANtr Marine AND FISHERIES, 
Washington, D.C. 

The special subcommittee met, pursuant to recess, in room 219, Old 
House Office Building, at 10:04 a. m., Hon. John J. Allen, Jr., of 
California, chairman of the special subcommittee, presiding. 

Mr. Atien of California. The subcommittee will come to order 
and will proceed with the hearing on the investigation of the Military 
Sea Transportation Service in relation to the operation of the mer- 
chant marine. 

Mr. Maloney, yesterday you gave us your statement in chief and 
said that we might ask you some questions today. 


STATEMENT OF WALTER E. MALONEY, PRESIDENT, AMERICAN 
MERCHANT MARINE INSTITUTE, INC.—Resumed; ACCOMPANIED 
BY ALVIN SHAPIRO, RESEARCH DIRECTOR, AMERICAN MER- 
CHANT MARINE INSTITUTE, INC. 


Mr. Matonry. Yes, sir. I will be very happy to answer them. 

I have Mr. Shapiro here with me, Mr. Chairman, and he may be in 
i position to help me or answer some of the questions. 

Mr. Auten of California. Do you have any questions at this point ¢ 

Mr. Bonner. No; I donot. You go ahead, Mr. Chairman. 

Mr. Auwen of California. Off the record. 

(Off the record.) 

Mr. Aten of California. On the record. 

Mr. Drewry. Mr. Maloney, to start, I think it would be well to read 
a letter from Secretary Thomas which is in response to and some 
edification on the question Mr. Bonner raised the other day. Mr. 
Thomas’ letter reads : 

During my testimony before the House of Representatives Special Subcom- 
mittee on Operations of the Military Sea Transportation Service of the Com- 
mittee on Merchant Marine and Fisheries, Mr. Bonner asked the following 
question : 

“Well, will you have the record searched to ascertain whether or not a ship 
has been chartered from a subsidized line and used in competition with any other 
subsidized line?” 

Since the information was not readily available to me at the time, I promised 
to provide the requested information as soon as possible. Attached hereto is the 
requested information for insertion in the record. 
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That attachment reads: 


There is attached hereto a list of 25 ships chartered by MSTS from companies 
holding operating-differential subsidy contracts, utilized from the latter part of 
1952 through 1953 and part of 1954, and of which 4 continue active, pending 
expiration dates of their charters. 

All of these ships, in the course of their employment by MSTS, have, as indi- 
cated, carried cargo on routes on which companies other than the owners of 
these ships hold operating-differential subsidy contracts. 

In the distribution of cargo among the several berth lines, the MSTS makes no 
distinction between subsidized and nonsubsidized lines. Each month’s business 
is apportioned among the qualified berth operators on each trade route on the 
basis of the average number of sailings per month they have maintained during 
the preceding 12 months on such route. 

This has been determined to be the most satisfactory arrangement and is re- 
garded by the lines as generally equitable. 

Of the 25 space-shipping contracts MSTS has executed with berth line opera- 
tors, 9 of these are with subsidized companies and 16 are with nonsubsidized 
companies, 

Similarly, in the chartering of ships, it has not been the MSTS practice to 
consider the status of the companies with respect to whether or not they are 
subsidized. The type of ship is the governing factor. Where they are obtain- 
able, the larger and speedier type of ship is preferred because of the relatively 
long voyages and nature of cargo involved. 

sy way of illustration, for a voyage from the United States east coast to the 
Far East, the charter of a C-3 type ship at $2,250 per day is much more economi- 
cal than the Liberty-type ship at $1,275 per day. Because of its greater cubic 
capacity and higher speed, the C-3 costs approximately 26 cents per cubic foot 
of space available against 34 cents per cubic foot for the Liberty-type ship. 

With the exception of the Waterman Steamship Co. and the American- 
Hawaiian Steamship Co., the only other source of the larger and speedier ships is 
generally the subsidized companies, and in each instance before they can offer 
a ship for charter it is necessary for them to obtain the approval of the Mari- 
time Administration. 

Although the cargo carried by these chartered ships moved on routes normally 
served by other subsidized lines, there is no certainty as to the amount of this 
cargo that would have actually moved on such subsidized lines if these chartered 
ships had not been used 

On the east coast-Far East route MSTS distributes its cargo among 6 berth 
lines, of which 2 are subsidized. 

On the east coast-to-Europe-United Kingdom route cargo is distributed among 
6 berth lines, of which only 1 is subsidized. 

On the east coast-Mediterranean route cargo is distributed among 8 berth 
lines, of which 2 are subsidized. 

From the gulf-to-Europe-United Kingdom, cargo is distributed among 4 berth 
lines, of which 2 are subsidized. 

From the gulf to the Mediterranean, cargo is distributed among 5 berth lines, 
of which only 1 is subsidized, and from the gulf to the Far East cargo is dis- 
tributed among 4 berth lines, of which only 1 is subsidized. 

From the west coast to the Far East and Indochina, cargo is distributed among 
9 berth lines, of which 4 are subsidized. 

It should be emphasized that during 8 months of the period covered by the at- 
tached report MSTS utilized all of the space made available to it by the berth 
lines on all routes without restriction. 

In the instance of the United States east coast-to-Far East route, during 
much of the period under review the berth line services, both subsidized and non- 
subsidized, lifted less than 50 percent of the cargo MSTS made available to 
them, this for the reason that the cargo consisted largely of vehicles with a 
very small proportion of other types of cargo. The berth lines were not disposed 
to make their space available for the vehicle movement because of the low 
revenue potential and, accordingly, it was necessary for MSTS td find other means 
of moving this cargo. 

It will be apparent that since the cargo lifted by the chartered ships might have 
moved by either subsidized or nonsubsidized berth lines had conditions been 
such as to permit, it is not possible to estimate the extent to which the earn- 
ings of the lines subsidized on specific routes might have been improved. On 
the other hand, the earnings of the subsidized companies from whom MSTS 
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chartered the ships were improved by virtue of the approximately $14 million 
paid to these companies for these charters and the Government was benefited 
to the extent that this revenue created additional earnings subject to possible 
recapture. 

In the case of the Farrell Lines, Inc., and the Seas Shipping Co., Inc., five of 
these charters were advantageous with respect to their own subsidized routes 
through an arrangement whereby, after carrying military cargo out to the Far 
Kast, MSTS released the ships for positioning on the African coast to be 
worked homeward on their regular routes. 

There is quite a lot in that letter, Mr. Maloney, but there are a few 
questions I would like to ask in connection with it by repeating the 
portions which I am interested in at the moment. 

You will recall reference was made to the apportionment to quali- 
fied berth operators on the basis of the average number of sailings 
per month that they have maintained during the preceding 12 months 
on such route and that this has been determined to be the most satis- 
factory arrangement and is regarded by the lines as generally equi- 
table. Would you care to comment on that? 

Is not that the point that was brought - yesterday by General 
Franklin, I believe, that as of March "29, 1952, this apportionment 
arrangement was developed and was somewhat in conflet with the 
spirit, if not the intent, of the 1951 agreement between Commerce 
and ees 

Mr. Maroney. Well, as I hear the letter and as I recall the testi- 
mony onnaiie iy, I don’t think they refer to the same apportionment. 
As I understand it, the lines have been satisfied with the allocation 
of cargo as between lines. They have felt that once MSTS deter- 
mined how much it was going to give to the lines that it was allocated 
in a fair proportion among the lines, but General Franklin’s refer- 
ence yesterday, which you have just mentioned, I believe was to the 
fact that MSTS at the outset imposes an initial ceiling on how much 
cargo they will allocate, and that is the determination that he criti- 
cized, not the spread between the berth operators. 

Mr. Drewry. I see. 

Then, further on, there is a reference to the fact that: 

With the exception of the Waterman Steamship Co. and the American- 
Hawaiian Steamship Co., the only other source of the larger and speedier ships 
is generally the subsidized companies, and in each instance before they can 
offer a ship for charter it is necessary for them to obtain the approval of the 
Maritime Administration. 

Would you mind explaining the significance of that statement ? 

Mr. Maonry. I believe it refers to the fact that vessels which 
are about to be chartered to MSTS are committed to subsidized service 
and they are required by contract to make a certain number of sail- 
ings in the trade route per year, and before any deviation can be 
made from that commitment Maritime must first concur; then the 
ship can be chartered out. 

Mr. Drewry. How much of a procedure is that ? 

Mr. Mavonry. I don’t believe it is time consuming or a lot of red- 
tape is required, or anything of that sort, but it is more than a for- 
mality. 

Mr. Drewry. The thought I have in mind is that there is no ques- 
tion that the Government cargoes must move, and I am wondering 
whether this procedure requiring approval of the Maritime Admin- 
istration is in any way a hampering formality that reduces the ability 
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of the berth operators to carry the portion of the Government cargo 
which they express the view that they should—in other words, whether 
this procedure is such that MSTS or the Government has no choice 
but to proceed without waiting for the formality to be gone through ? 

Mr. Maroney. Well, this wouldn’t hamper the berth operators in 
any way. This is a berth operator on a differ ent route, as I under- 
stand it, who is about to charter his ship to MSTS for service in some 
other trade area, so that it would not hamper in any way the berth 
operator on the berth that is involved in this shipment ; ‘and, so far 
as I know, I have never heard of any delays being incurred which 
hampered MSTS in getting a chartered ship. 

Now, there may be some, and I will make inquiry; but I have never 
er of any delays incurred that way. 

I don’t think that it is unreasonable to require Maritime consent, 
because this vessel is committed to a contract service and the vessel, 
itself, is specified for this service, and when it has to be taken out of 
that service and used elsewhere it seems entirely proper that agree- 
ment should be had to that procedure. 

Mr. Drewry. Would that be a desirable procedure to follow from 
time to time, to give the military the flexibility they need to permit a 
subsidized vessel to go on a route served by another line, under cer- 
tain circumstances ¢ 

Mr. Maroney. Well, to be chartered, you mean? 

Mr. Drewry. Yes, sir. 

Mr. Maroney. I don’t see any distinction. If the MSTS gets to 
the point where it needs a chartered vessel, I see no distinction be- 
tween a subsidized line and a nonsubsidized line, as to the source of 
that vessel. 

I can’t see what difference it makes, if the berth services which are 
functioning in that area cannot carry the cargo. 

In other words, assuming they must go out and get extra tonnage, 
I don’t understand at the moment why there should be any distinction 
as far as MSTS is concerned between the two types of operators. 

I think that theirapproach, as set forth in this letter is sound, that 
it depends on the type of vessel they find available, where they can 
find it available. 

Assuming first, that they have gone along with this agreement 
setting forth the various priorities and the berth operators aren’t able 
to take the cargo, then I don’t care where they turn because we look 
on both the berth service and the time charter of a private vessel as 
private operation and as free enterprise. We don’t distinenish them 
on that score. 

Mr. Drewry. Thank you. 

With respect to the statement that— 

Although the cargo carried by these chartered ships moved on routes normally 
served by other subsidized lines, there is no certainty as to the amount of this 
cargo that would have actually moved on such subsidized lines if these chartered 
ships had not been used— 
would you say that could not be determined at ali as to what the 
least probabilities would be? 

Mr. Matonry. We couldn’t determine that, Mr. Drewry, because 
we just never know how much they are going to allocate, how much 
cargo there is to start with or how much they are going to allocate. 
We know, however, how much could have been carried if they had 
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chosen to give it to the berth service and not brought in a chartered 
ship. 

Mr. Drewry. And they know how much could have been carried ? 

Mr. Maroney. Yes, sir. 

I would like an opportunity a little later, in case you don’t ask me 
about it, to comment on that part which says the berth services could 
not carry the cargo, just before I forget it. 

Mr. Drewry. Well, I will come to that in a moment. In fact, 
will come to it right now. 

That statement was that: 

* during 8 months of the period covered by the attached report MSTS 
utilized all of the space made available to it by the berth lines on all lines with- 
out restriction. In the instance of the United States east coast-to-Far East route, 
during much of the period under review the berth-line services, both subsidized 
and nonsubsidized, lifted less than 50 percent of the cargo MSTS made available 
to them, this for the reason that the cargo consisted largely of vehicles with a 
very small proportion of other types of cargo. The berth lines were not disposed 
to make their space available for the vehicle movement because of the low- 
revenue potential and, accordingly, it was necessary for MSTS to find other 
means of moving this cargo. 

Is that the part? 

Mr. Maroney. Yes, sir; that is the part. 

Would you be good enough to give me the 8-month period in ques- 
tion ? 

Mr. Drewry. The 8-month period in question—it just says “during 
s months of the period.” It doesn’t state which 8 months, Mr. Maloney. 

Mr. Maroney. Well, it makes it very difficult to answer; but I will 
give you the figures we have. 

Mr. Drewry. Maybe Mr. Bull could answer it. 

Could you, Mr. Bull? 

Mr. W. L. Butz (commercial shipping adviser to the commander, 
Military Sea Transportation Service). I could answer he Mr. 
Drewry. That was from December 1952 through July 195: 

Mr. Drewry. Thank you, sir. 

Mr. Auten of California. Mr. Bull, would you identify yourself 
for the purpose of the record ? 

Mr. Buti. W. L. Bull, commercial shipping adviser to the com- 
mander, Military Sea Transportation Service. 

Mr. Maroney. Was that July through December of 1952? 

Mr. Drewry. No; December 1952 through July 1953. 

Mr. Buti. December of 1952 through July 1953. 

Mr. Mavonry. The figures that I have overlap that period, but 
let me say, first, we have been concerned about this thing for a good 
many months, Our concern on the tanker side dates back to 1949 when 
we first started to get these contract-operated ships out of business; 
but the dry-cargo side has been most serious over the last few months, 
and we have been working with a group of berth operators, the At- 
lantic and gulf areas, and 1 or 2 representatives from the west coast. 
I can’t say that we have all the berth operators, but we have all of 
those whom we could get to come to our meetings who had men avail- 
able for those meetings, without regard to whether they happened to be 
membership members in our group or not. 

We sent out for information on the amount of tonnage that had been 
made available, month by month, to MSTS, and our figures show that 
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between July and December 1952 MSTS was offered approximately 
73 million tons of space and they used 34 million. 

Now, this is just in the berth operations. 

We asked the same group of berth operators for figures covering 
1953. So far our figures show that 101,205,838 tons were offered 
and 64,221,008 tons were used. 

Now, of course, the result of that is that in many cases it wasn’t 
but shortly before sailing that the operator would know whether that 
space was going to be picked up by MSTS or not, and it is the result 
of that situation that you found in General Franklin’s testimony yes- 
terday that the ships were sailing with large unused space at the same 
time there was ample military cargo to fill that space. 

If = 8 months goes from December of 1952 to the seventh month 
of 1953, it falls in this 18 months’ period on which I have figures, and 
again, as I say, this is not a total group of berth operators, but it 
represents, I believe, 10 or 11 of them, and they are truly representa- 
tive. We have it by areas. We have it by months. 

Now, on the vehicles 

Mr. Bonner. Before you leave that— 

Mr. Mauonry. Yes, s 

Mr. Bonner. 18 cai period, equalizing it all out, what percent- 
age of vacant space could have been used by MSTS that was not 
used ¢ 

Mr. Matonrey. It is almost 50 percent of the space that was actually 
offered, sir. 

Mr. Bonner. Fifty percent of the space that was offered MSTS 
was not used during that period ? 


Mr. MALONEY. Yes. 


Let me just—— 

Mr. Bonner. Still, this letter says that—— 

Mr. Mauoney. Yes, sir. 

Mr. Bonner. Just what did the letter say about that? 
Mr. Drewry. It says: 


* * * during much ofthe period under review the berth-line services, both sub- 
sidized and nonsubsidized, lifted less than 50 percent of the cargo MSTS made 
available to them 

Mr. Matonry. Yes. 

Now, the vehicle situation is something I want to comment on. 

Mr. Bonner. Do they include vehicles ? 

Mr. Maroney. To go back to your question, Mr. Bonner 

Mr. Bonner. Do you mean in this statement of theirs they include 
vehicles ? 

Mr. Manonry. Yes, sir. 

Mr. Bonner. Isthat right? 

Mr. Drewry. That isthe way—— 

Mr. Matonry. Yes,sir,and I want tocomment on that. 

Mr. Bonner. They were using the other freight and turning over the 
vehicles to the private operators. 

That is about what it amounts to. 

Mr. Matonry. Well, if I may, I want to explain that vehicle situa- 
tion 

Mr. Bonner. Yes. 

Mr. Matonry. Because we are plenty tired of hearing about that 
one-spot situation and having that characterize the whole berth oper- 
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ation. It is not at all a fair characterization, but I want to say in the 
6 months’ period, the last half of 1952, the ratio utilized is 34 to 73, so 
that it issomething under 50 percent. 

During 1953, on the figures which we have today, it is over half, but 
it is under 60 percent, so ) that even duri ing 1953, when 7 months of this 
period occurred that Mr. Thomas has used here, our figures show not 
only how much was available, Mr. Bonner, but how much was actually 
offered in writing to MSTS and then how much was utilized. 

Now, on the vehicles: That was a situation where they had to move, 
1 believe it was, in the neighborhood of 70,000 vehicles to the Far East. 
Almost all of them were on the east coast, and the MSTS was not able 
to offer us what we call bottom cargo to go with those vehicles. Their 
bottom cargo was all on the west coast, all of that which was available 
to commercial shipping. There was still bottom cargo moving in 
MSTS ships, but the result was that the operators were offered full 
loads of vehicles. 

Mr. Bonner, it is not a question of revenue. It is a question of good 
operation, si ife operation. When a man has the type of ship that is 
being offered on the berth service, he does not want to leave with 
nothing but a full load of vehicles for probably 2,000 weight tons. 
The vehicles will come in and cover the floor of the holds, but the ves- 
sel is still high out of water. Instead of carrying ten to eleven thou 
sand tons as she should, she is carrying two to three thousand, and 
that was the problem. 

Mr. Auten of California. In that event, the vessel was topheavy, 
high out of water, may turn over and— 

Mr. Matoney. Not only that, sir, but it is very subject to damage, to 
bottom damage. It is just not properly ioaded. 

We have gone into this question thoroughly with #!| of the lines, and 
that was the problem. They were glad to take vehicles. They are 
always glad to take vehicles—and, frankly, sir, we have not yet found 
x1 cargo of MSTS that we cannot carry. We don’t think there is such 
a thing as nonsusceptible cargo; but when they offer you a full load of 
vehicles, our operators do not want to take it that way. If we could 
get a couple thousand tons of weight cargo, bottom cargo, to bring 
the ship down, then they are glad to handle vehicles, all they can get 
in, to fill up the rest of the ship. 

Mr. Bonner. That reference was to weight cargo being on the 
Pacifie coast ? 

Mr. Maioney. Yes, sir; and the vehicles 

Mr. Bonner. And the vehicle cargo being on the Atlantic coast ¢ 

Mr. Matonry. Yes, sir. 

Mr. Bonner. How does it happen they get all the weight cargo on 
the Pacific coast ? 

Mr. Matonry. Well, I can’t tell you how it happens, sir. 

Mr. Bonner. They must — it out there by rail first, don’t they ¢ 

Mr. Maroney. Of course, MSTS, as I understand it, is not to be 
criticized in this situation. 

Mr. Bonner. I know. 

Mr. Maroney. They are the victims of it. 

Mr. Bonner. The Secretary of Defense, the procurement in the 
national defense, directs where the cargo should be delivered to 
MSTS 

Mr. Maroney. Yes. 
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Mr. Bonner. So, the thing goes back a little further than MSTS 
with respect to this. 

Mr. Mavoney. Yes, sir, and this was a single—not a single inci- 
dent, sir, but it was this one big movement which brought about this 
situation. They were required at that point to go out and get some 
Government-owned ships, GAA ships, and some time-chartered ves- 
sels which they got, and they sailed with somewhere between 2 and 3 
thousand tons of weight cargo. They were full of vehicles, but the 
private operators did not wish to have their ships operate in that 
condition. 

Mr. Drewry. Mr. Maloney, since that is a specific instance or group 
of instances that you are familiar with, could the private operators 
have performed that movement in any way that you can think of— 
I mean by picking up a portion of the vehicles per ship and packing 
up bottom cargo on the west coast, or is that impossible to do? 

Was that just a case of bad coordination of the material or was it 
something that could have been met by the private operators with 
some better coordination between the departments and the operators? 

Mr. Mavoney. Mr. Drewry, I am not sufficiently familiar with 
operating practice to be sure of this, but I don’t think it would have 
been feasible to pick your vehicles up on the east coast and then take 
your weight cargo on the west coast. I think it would have been a 
very unequal operation and apparently the weight cargo just did not 
exist during.this heavy movement of vehicles. 

The lines are car rying vehicles, and there had been, I think, just a 
verbal understanding or meeting of the minds that the lines would 
not be asked to take more than 40 percent vehicles, because of their 
light weight, as to their large bulk; but MSTS just couldn't get the 
weight cargo to make up the balance of the tonnage during this peak 
movement. 

Mr. Drewry. Would you say in this case that there was no other 
alternative or, by getting further back into the chain of distribution. 
that the thing could have been managed so that it would have been 
more efficiently operated, so that the bottom cargo would have been 
available in proportion to the vehicles per ship instead of a full car go! 

Mr. Maroney. It most certainly could have been managed. 

Mr. Drewry. Or is this just an isolated instance where the cireum- 
stances necessitated the movement in the way in which it did move? 

Mr. Maroney. If you want to go back far enough, I am not at all 
sure the circumstances necessitated it, nor am I at all sure if the com- 
mercial ships which MSTS was operating at that time had not been 
operating in its so-called nucleus fleet, if they had not been there, 
there may very well have been some bottom cargo for the private ships. 

Mr. Ray. May I ask a question, Mr. Drewry ¢ 

Mr. Drewry. Surely. 

Mr. Ray. Would you say the Government ships did have weight 
cargo ¢ 

Mr. Matoney. Sir, I don’t know whether they did have weight 
cargo in this movement from the east coast to the Far East, but I want 
to emphasize, Mr. Ray, that this situation on the vehicle movement— 
and we have heard about it so many times, and it is used as a founda- 
tion for the fact that we can’t carry their cargo—it was a peak move- 
ment, where 70,000 vehicles were loaded on ‘MSTS all at once, and 
nothing to go with them, as we were told. 
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Mr. Ray. They must have either had the weight cargo or sailed 
light, which, as you said, was dangerous. 

Mr. Matonry. Yes, sir; but, you see, their weight cargo was ship 
ping out of the west coast and the vehicles were on the east coast. 

Mr. Ray. But they had to take them from the east coast ¢ 

Mr. Matonry. Yes, sir. 

Mr. Ray. And they did? 

Mr. Matonry. MSTS ? 

Mr. Ray. Yes. 

Mr. Matoney. Yes; they did that, but the operators turned down 
that type of cargo when it was all vehicles. 

Mr. Ray. Iam not yet clear as to whether they were able to do that 
with weight cargo which they might have offered to the private ships 
and didn’t. 

Mr. Mavoney. As far as I know, the MSTS ships which carried the 
vehicles carried them without weight cargo, but they used Government 
ships for the movement, GAA ships, and, as I say, they sailed some 
times with two to three thousand tons of weight. 

Mr. Drewry. But the private operators, as a general rule, do not 
object to carrying vehicles ¢ 

Mr. Maroney. Not atall,sir. Weare able to carry large quantities 
of vehicles, but we must insist that we have some weight cargo with it. 

Mr. Drewry. Well, two of the types of cargoes which have been 
mentioned, I believe, as being nonsusceptible have been ammunition 
and aircraft. Is it true that the private operators do not care to 
carry ammunition ¢ 

Mr. Matonry. No, sir. 

Mr. Drewry. Or do not care to carry aircraft 4 

Mr. Matonry. No,sir. They are happy to carry either. 

Mr. Drewry. Can they handle the aircraft unboxed, or is that un- 
attractive because of the lack of crating ¢ 

Mr. Matonry. They would normally carry them as deck cargo and 
perhaps for the protection of the plane they would either have to be 
boxed or put in these cocoons, but they would carry 6 or 8 on any ship. 

Unquestionably it is an advantage insofar as the planes are con 
cerned in carrying them on an aircraft carrier where they can be 
exercised every day, if you wish to do so, but it is certainly feasible 
to carry them on priv ate ships, and the lines are gli ad to carry them. 

Mr. Drewry. Can they carry them in sufficient quantity to meet 
what appears to be, let’s say, normal requirements ¢ 

You used the term “normalcy” yesterday, and I am not thinking 
about a fightine zone, but a zone where they might be stored for 
future use. 

Mr. Matonry. Well, I can’t say. 1 don’t know what es require- 
ments are, what military requirements are, by numbers, but the pri- 
vate lines can certainly carry a whole lot more than they have been 
able to carry. 

Mr. Drewry. That brings up a question which was raised earlier 
in the hearings as to the desirability of there being a greater coordi 
nation between the Department of Commerce and the Department 
of Defense in compilation of trade-route statistics by the Department 
of Commerce under the 1936 act. Do you feel that there could be a 
working together of Defense Department requirements with the sta 
tistical compilations of commerce or trade-route studies that would 
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enable some of these difficulties to be overcome by a better scheduling 
and better estimating of future requirements / 

I believe Mr. McGuire indicated that Commerce made an effort to 
determine future requirements for the military, but they were unable 
to get very much information from them. 

Mr. Maroney. Well, we believe that better scheduling would help 
considerably. 

Now, the MSTS testimony here indicated they know as much as a 
year in advance, in general, what their shipping requirements are 
going to be. 

I believe one of the charts submitted by Admiral Denebrink showed 
how the cargo requirements had varied from the time they first got 
an indication of it, month by month, down to the time the cargo 
ultimately moved. 

If the private shipping lines had a little bit more notice than they 
now have, and it is extremely short, they would be in a much better 
position to put their ships in there to lift that cargo. 

Mr. Drewry. For you to gain that knowledge, would the logical 
method of gaining it be through the Department of Commerce or 
through your own individual contacts with the Department of 
Defense ? 

Mr. Mavonry. Well, so far as I know, Mr. Drewry, the liaison or 
the contact between the committee of the operators that was mentioned 
here yesterday and MSTS has been excellent. There has ben a fine 
working relationship, but it goes only so far as MSTS has been will- 
ing to go. 

The committee comes in only when MSTS says, “We'll give you 
so much cargo,” and distributes it among the lines; but the lines 
have been anxious for a long time to have a little bit more advance 
knowledge of when a ship is going to be needed to lift an approximate 
amount of cargo. 

Mr. Drewry. I gathered Admiral Denebrink had difficulty himself 
in knowing what the future requirements were going to be. 

Mr. Maroney. He has, sir; but I noticed one striking thing on the 
chart which he submitted—that, true enough, as he pointed out, month 
to month the cargo requirements varied, and they varied drastically, 
but there is an amazing similarity betwen the first requirement that 
he knew of and the ultimate lift a year later. It went all over the map 
in between those two periods, but it came back almost. to where he 
was told it was going to be in the first place. I don’t think the varia- 
tion is 10 percent in the whole chart that he gave you. 

Mr. Drewry. That is the point I was getting at. To go back to your 
statement of yesterday, that “normalcy reigns today,” the normalcy 
that is reigning today is quite a bit different from the normalcy that 
existed prior to World War II, and, obviously, with the wide distribu- 
tion of our occupation and other military forces in what are presently 
noncombat areas a tremendous quantity of miiltary cargo is moving, 
and I am wondering whether one of the purposes of this review isn’t to 
see whether we should take into account this new normalcy that we 
have got, where we have got this very extensive military movement, 
and to try to determine what the flow of that is going to be, just as 
we try to determine what trade-route requirements are going to be 
under the 1936 act. 
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Mr. Mawonry. It seems to me, Mr. Drewry, that would have a 
great bearing on the type of private fleet that. we would need; but, to 
my mind, it has no bearing whatsoever on the question of whether 
the cargo should move in Government-owned ships or privately-owned 
ships, because certainly the British Government has just as far-flung 
an Operation as we now have, but they made up their minds many 
years ago, the military and everybody else involved, that they were 
going to have a merchant marine, and they carry their military cargo 
on private ships. 

Mr. Drewry. Wouldn't such a program overcome the contention 
that is made that under certain circumstances there are either not 
the type of vessels privately owned available or not in sufficient num- 
bers—in other wa, that you would be able to develop your private 
merchant marine so that it would serve the dual function ? 

Mr. Maroney. Yes; it would, sir. 

Mr. Drewry. Or perhaps there is not sufficient information now for 
the private operator to know what calls will be made and—— 

Mr. Maroney. There is no question about it—if there were more 
knowledge in the shipping industry as to the advance requirements 
of the military, they would be in a much better position to plan and 
that would mean they would be in a much better position to rebuild, 
as they must rebuild, their present fleet. 

Mr. Drewry. Reference has been made to the lack of special types 
of ships, and pointing also in the same area of consideration to certain 
out-of-the-way bases, such as the Thule base. Since the private oper- 
ators, in order to perform their dual function, have to always keep the 
(jovernment requirements uppermost in their minds, do you think it 
would be imposible to interest any of the private operators in serving 
a base such as Thule, a subsidized operator, if the requirements for 
that base could be determined in advance during a normal period, to 
have diversion by there, as a part of the normal subsidized operation, 
for, we will say, Moore-McCormack, who I believe goes into the Arctic 
area and into the Baltic area ¢ 

Mr. Maroney. I would have no question on that, Mr. Drewry, but 
| wouldn’t limit it to the subsidized lines. Let’s put it this way: If 
you have a projection for any period of years that that Thule base is 
going to be utilized and the movement is going to be approximately 
thus and so, I have no doubt in my mind that a private operator would 
be willing to come in, on a proper basis, even if it meant to ice- 
strengthen some ships to do it, and serve that base, if he knows ahead 
of time he is not going to ice-strengthen the ship for a 6 months’ 
period or a year and then the contract is out. 

If we had any long-range thinking, I am positive private enterprise 
would be willing to move in and service that, and I assume an arrange- 
ment could be worked out with the military so that the return over the 
long pull would repay the ship company for whatever special fittings 
that ship required. 

Mr. Drewry. Again considering the normaley we have today—I 
think generally in the past we have thought of our national-defense 
features as being things that were needed in time of war, such as 
strengthening for gun foundations and extra speed, and so on—would 
it be a logical extension of that concept, in the war-and-peace situa 
tion today, to say that ice strengthening to serve an Arctic base would 
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be a national defense feature, even though we have got a normal 
peacetime ¢ 

Mr. Mavoney. I had never heard of it before and hadn’t given any 
thought to it, Mr. Drewry, but it seems to me it is a logical extension 
of that idea if there is evident defense or military need for that 
feature. 

I don’t see how you can logically distinguish it. 

Mr. Drewry. I am thinking of the request recently made, budget 
request, for special-type vessels, specially fitted for Arctic-type opera- 
tions, on the grounds they are not now in being—I presume not now 
in being in the commercial fleet-—and the only thing special that such 
a new vessel would need to have, it would seem to me, would be the ice 
strengthening. 

Mr. Maroney. Let me, perhaps in answer to that, ask: Is there any- 
thing different in that situation from the Navy’s request for authority 
to encourage the construction of tankers of a speed that is faster than 
for commercial need ? 

I can’t logically distinguish the two. 

Mr. Drewry. That is the point I was discussing. 

Mr. Maroney. I mean I want to tell you I have never heard the 
suggestion made that ice-strengthening might be considered a na- 
tional defense feature, but logically it would be possible. 

Mr. Drewry. Reference has been made to the necessity for a nucleus 
fleet, at least one of the justifications therefor being to eliminate the 
disruption caused by labor stoppages. Do you believe that is a serious 
feature or one that can be met without severe disruption to the move- 
ment of military cargoes ? 

Mr. Mavoney. Our experience has been that the military cargo 
moved, whether it was on our ships or Government ships. Whenever 
we have had a tieup, if the ship was carrying military cargo, even 
though it was a privately owned ship, that ship moved, to the best of 
my knowledge, and that goes back over 13 years that I have been fol- 
lowing the labor work in the industry. 

I don’t think the unions have ever distinguished between the owner- 
ship of the vessel. Their distinction has been: Is it carrying defense 
cargo? And if so, that ship moved. 

Mr. Drewry. Irrespective of quantity, or does that have any sig- 
nificant meaning? 

Mr. Maroney. Well, I can’t recall any case where there was a little 
military cargo and the ship was tied up because it was so small. 
There may be some cases. I cannot recall that. 

I may say this: That the existence and the continued operation of 
the Government ships has been one of the most damaging things in 
the labor relations in the maritime industry. It has been very dam- 
aging insofar as the management point of view is concerned because, 
looking at it from the point of view of a tieup, when a tieup occurs 
the only ships which have been tied up are those which are not carry- 
ing military cargo, so that a large number of the men involved in the 
strike, although they are involved by membership and by their sup- 
port of the strike, are not affected and their employment is continued 
either on NSA ships or on MSTS ships, with the result that under 
those conditions a union can continue a strike indefinitely merely by 
the process of rotation. Sa 
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Mr. Drewry. Yesterday, and I believe it was earlier testified, that 
privately operated ships cannot and should not carry troops. This 
is just another question in the line that I have been working on. Is 
that necessarily true ? 

I believe General Franklin’s statement, part of his statement, was 
that one reason was there were not sufficient passenger ships to do so. 

Do you have any general comment on the question of privately op 
erated ships carrying troops? 

Mr. Maroney. Well, sir, I don’t have any general comment on that. 

Mr. Drewry. Again referring to our pec uliar type of normalcy we 
have today, can you conceive of a situation where passenger ships not 
now in being might be developed that would serve a double purpose, 
taking into account the indefinite occupation troops we have in certain 
areas abroad, where they both carry troops and passengers at the 
same time ¢ 

Mr. Maronry. That certainly is plausible because the passenger 
ships that are constructed today are certainly built with a dual pur- 
pose in mind, for ready conversion to troop carriers in time of war. 

I do not believe that General Franklin intended to imply yesterday 
that private ships should not carry troops, but the fact is the ships 
in being just aren’t adequate, admittedly, to carry our troops. 

Mr. Drewry. That was the point T had in mind. Can you con- 
ceive of it being possible if we can determine any sort of reasonable 
estimate of flow of trips back and forth between certain of the areas 
which are presently heavily served by commercial interests as well- 
Europe and the Mediterranean T am thinking about in particular— 
where a vessel could be designed to serve that dual purpose, not 
exclusively, of course, but as a partial operation / 

Mr. Maroney. I think that is possible, if you have any long-range 
picture at the outset. 

Mr. Drewry. Were the Queens privately operated ? 

Mr. Matonry. During the war? 

Mr. Drewry. During the war. 

Mr. Matonry. I can’t answer that, Mr. Drewry, whether they were 
privately operated or not during the war. 

Mr. Drewry. Do you know whether the British carried their over- 
seas troop movements in commercial passenger ships or private pas- 
senger ships ? 

Mr. Maroney. I can give you some information on that. 

The Sea Transport Division operates about 10 troopships. They 
are owned by the British Government and they are operated under 
service contracts. These are adequate, so far as we know, only for 
routine replenishment and return of British forces stationed overseas. 

It is the practice of the Sea Transport Division to charter British 
flag commercial passenger vessels on either a time or voyage-charter 
basis. 

Mr. Drewry. What is our passenger and troop situation today ? 

Are you familiar with that, as to potential availability in time 
of war? 

Mr. Matoney. I don’t have the total number that we could lift at 
the moment in private ships. I would be happy to supply that. 


45110—54—pt. 1-16 
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(This information was furnished later for the record and is as 

follows :) 
AMERICAN MERCHANT MARINE INSTITUTE, INC., 
Washington, D. C., June 9, 1954. 

Mr. JoHN M. Drewry, 

Counsel, Subcommittee on MSTS, 

House Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C. 


Dear Mr. Drewry: On May 5, during the course of hearings on the Military 
Sea Transportation Service, Mr. Walter E. Maloney, president of the American 
Merchant Marine Institute, in reply to questioning on our current passenger 
and troop-lift capacity position, offered to suppdy that information in connection 
with private ships. The data follows: 


United States flag privately operated passenger-carrying fleet’ 
{ Vessels of 1,000 gross tons and over only] 


Number of vessels__- aiubes ; ; . . 41 
Gross tons cei _ 480, 000 
Passenger capacity . ine 11, 982 
Potential troop capacity ; 109, 271 

1 Excludes 3 Panama Canal Company vessels (Government-owned, Government-operated ) 
and the Acadia (Eastern steamship) laid up since end of World War II but includes 4 
Government-owned vessels in private operation under charter agreements 

| believe it appropriate to call to your attention the fact that troop-lift 
capacity data is necessarily an estimate based on experience during World War II 
for such ships which existed at that time and publicly announced potential troop 
liits for vessels which represent new building. In all cases total troop-lift 
capacity for the ships included above may vary from the figures provided depend- 
ing on requirements during the course of hostilities and the structural features 
of each vessel available for such potential use. 

Yours very truly, 
ALVIN SuHaAprro, Director of Research. 

Admiral Wilson in his testimony about a year ago, or maybe last 
July—I believe it was before a Senate committee—stated we were 
some 26 passenger ships short insofar as military requirements were 
concerned. 

(See appendix, p. 481.) 

Mr. Drewry. And there have only been 6 passenger ships of any 
size built since World War II; is that correct, including the 3 which 
were requisitioned or taken over by the Department of Defense ? 

Mr. Maroney. Yes; that is right. 

Mr. Drewry. So, outside of those three which were taken over, and 
the United States, Independence, and Constitution, all other troop 
capacity, potential troop lift, we have is World War IT or earlier? 

Mr. Maroney. Yes, sir. 

I would like to correct the statement which I just made. Admiral 
Wilson testified that we should have 26 troop transports equaling 
about 250,900 gross tons, and at our present status we are approxi- 
mately 6 P-2 passenger ships short, the equivalent of 6 P-2’s. 

Mr. Drewry. P-2 is used—— 

Mr. Maroney. As a unit. 

Mr. Drewry. As a unit of measurement ? 

Mr. Mavoney. Yes. 

Mr. Drewry. Speaking of that deficiency, I think Admiral Wilson 
testified to a total of about 214 ships of various types, tanker, dry 
cargo, and passenger, in the active fleet. Do you have any thoughts 
as to any steps that might be taken to overcome that deficienc y! 
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Is there any promotional studies or activities by the Department 
of Commerce that could be undertaken that would help overcome that 
deficiency ¢ 

Mr. Matonry. Of course, we are here testifying on one thing that 
we feel is of the utmost importance in the general direction to 
strengthen the private merchant marine, by diverting cargo to those 
ships which we think we can and should carry. We have already 
testified before your committee on mortgage insurance. No one has 
the answer to the problem—that’s for ‘sure—but there are various 
measures which we have already proposed to the House and to the 
Senate which we think will help. Taken together, the entire picture 
would be brighter. 

Mr. Drewry. The Maritime Administrator, Mr. Rothschild, made 
a suggestion the other day that perhaps a portion of the reserve fleet 
should be maintained in ready status. What would be your thought 
as to applying that concept to the nucleus fleet or a good portion of 
the present nucleus fleet as a means of encouraging and making room 
for more privately operated vessels ? 

Mr. Maroney. We are entirely agreeable to that. 

By “ready status” that would ‘be— 

Mr. Drewry. Ready to go at a moment’s notice, wherever they might 
be needed. 

Mr. Matonry. Entirely agree able with that. 

As a matter of fact, what MSTS is, in effect, doing on the tanker 
side is to ask the independent operator, the private ship operator, to 
bear the cost of having available a ready fleet, because they are con 
tinuing to operate their ships while ours are laid up. They are ready. 
There is nothing they need but business. 

So, private industry is maintaining a ready fleet at its cost while 
the MSTS ships continue to operate. 

So, we are all in favor of a ready fleet maintained by MSTS. 

Mr. Drewry. Could that be handled more efficiently by maintaining 
it under Government auspices rather than under the control of indi- 
vidual operators, on the basis that the ship at that time, the way the 
private ships are presently maintained 

Mr. Maroney. Well, sir, I don’t know enough about the require- 
ments of the so-called ready fleet. I don’t know to what extent it 
would have to be preserved, to what extent it would have to be moth- 
balled. 

As I visualize it, it would be something that could be broken out in 
a matter of days rather than 60 days or 2 months. 

Without knowing what the requirements are, I wouldn’t care to 
comment on how it should be done. 

Mr. Drewry. On page 6 of your statement you referred to the graph 
presented by MSTS, to the effect that the dry cargo lifted by the 
MSTS nucleus fleet was only 2.77 percent of the total dry cargo han- 
dled by all United States flag vessels. Would it be possible for you 
to submit more detail on the statement you make at that point ? 

Mr. Maroney. Well, if- 

Mr. Drewry. Not now. 

Mr. Matonry. We will be happy to. 

I was going to say Mr. Shapiro could probably give you the detail 
now; but we will be glad to submit it, if you wish. 
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In other words, to be more specific than we were here / 

Mr. Drewry. Yes, sir. That is what I had in mind. 

Mr. Maroney. Yes, sir. 

Mr. Drewry. You mentioned the exclusion of the Great Lakes, 
South America, et cetera. I suppose that “et cetera” might be Africa, 
to some extent, and I wondered if you had available sources from 
which you could develop 

Mr. Matonry. It is difficult because MSTS did not give us proper 
statistics. 

I would like Mr. Shapiro tocomment on this. 

We did the best we could on the information available. 

Mr. Suarreo. It is impossible 

Mr. Aen of California. Mr. Shapiro, would you identify yourself 
for the record ¢ 

Mr. Suariro. My name is Alvin Shapiro, director of research, 
American Merchant Marine Institute. 

It is impossible for us at this stage to provide any more detailed 
breakdown than we have at present because we don’t know where 
MSTS commodities are moving. 

We know, for instance, they are not moving to Latin America, 
and we know they are not moving by the Great Lakes to Canada. So, 
we can delete those, but we don’t know the proportional breakdown 
as between Africa, for instance. They may be moving some materials 
to north Africa, but we don’t know if they are moving any to south 
Africa. 

So, while we know one element, the element being what the com- 
mercial fleet handles, and that which is reported by the Census Bureau, 
for instance, we do not know the distribution of the MSTS cargo. 
Therefore, we have nothing to use to make a comparison with the 
whole. 

Mr. Drewry. You could, however, submit the commercial move- 
ments for those areas ? 

Mr. Suarmo. Oh, yes; we could. 

Mr. Drewry. Apparently none or very little moves. 

Mr. Suarmo. We can do that very easily; but, for instance, when 
you get to the area of Africa, it is more or less one area, which means, 
since MSTS has some movement to Africa, we have to discount all of 
Africa. Obviously, then, we are working with a tremendous dis- 
portion. 

Mr. Drewry. I believe it would be of some use to us. 

Mr. Matonry. We will see what material we can develop. 

(The matter referred to is incorporated i n the following letter of 
May 13, 1954, from American Merchant Marine Institute.) 

AMERICAN MERCHANT MARINE INSTITUTE, INC. 
Washington, D. C., May 13, 1954 
Mr. Joun M. Drewry, 
Counsel, Subcommittee on WSTS, 
House Merchant Marine and Fisheries Committee, 
House of Representatives, Washington, D. C. 

Dear Mr. Drewry: During the questioning of Mr. Walter E. Maloney, presi- 
dent of our organization, at hearings before your subcommittee on May 5, 1954, 
a number of questions were raised which required subsequent amplification of 
the record. In that connection, we are herewith submitting the following: 

1. A copy of an exchange of letters between Admiral Denebrink of the Mili- 
tary Sea Transportation Service and Mr. Maloney of the American Merchant 
Marine Institute in connection with the operation by the former organization of 
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tankers under service contract. There is also included one letter to Dr. Steel- 
man from Mr. John W. Banker who was then vice president of our organization. 
I believe this series of letters was presented to the reporter for inclusion in the 
record. We are concerned, however, that a letter dated January 28, 1954, from 
Admiral Denebrink to Mr. Maloney was not included in that series. If such 
should be the case, will you kindly substitute this entire and complete exchange 
of letters in place of the partial group presented to the reporter. 

2. A list of members of our organization as of May 1954. 

3. In reply to inquiry made by Mr. Allen, we have listed four trade routes 
on which more than one subsidized operator is providing service under subsidy. 
Included also are the companies serving these routes. This information has 
been provided us as, representing the current situation, by the Trade Routes 
Division of the Maritime Administration. 

+. As pointed out on page 6 of Mr. Maloney’s original presentation, we do not 
believe that the exhibit presented by Admiral Denebrink showing that only 
2.77 percent of total United States flag carryings had been hauled on MSTS 
vessels wus an accurate presentation. We further noted that unfortunately 
material made available by MSTS did not enable us to positively confirm 
our opinion that the degree of competition rendered by MSTS was far greater 
than the figure shown. The 2.77 percent figure represents slightly over 1.5 mil- 
lion short tons of cargo. Since close to 95 percent of MSTS traffic in the dry 
cargo field is outbound, we have reduced the total of 1.5 million tons to 1,421,000 
tons outbound. We pointed out that there were many areas where MSTS did 
not compete with privately operated ships. This is particularly true for al- 
most all inbound dry cargo traffic. During 1952, the nucleus fleet also did not 
compete in export trafic to Canada (via the Great Lakes), South America, west 
coast Central America and Mexico, South and East Africa, Portugal, and 
Spanish Atlantic and Australasia. Dry cargo exports from the United States 
to these areas during 1952 totaled 5,675,000; 1,558,000 ; 180,000; 475,000; 156,000; 
and 139,000 short tons, respectively. As is quite apparent, the inclusion of these 
areas and the traffic moving thereto, inflates total United States flag carryings 
and since MSTS does not operate to these areas to any consequential extent, 
if at all, it naturally deflates the extent of competition offered by MSTS. 

In order to avoid a highly complicated statistical analysis, I believe it is 
fair to say (I have checked this point with MSTS) that their nucleus fleet in 
the dry cargo field operates almost exclusively to the following 6 areas as classi- 
fied by the Census Bureau: 

1. United Kingdom and Eire 

2. Baltic, Scandinavia, Iceland and Greeland 
8. Bayonne-Hamburg Range 

4. Azores, Mediterranean and Black Sea 

5. South China, Formosa and Philippines 

6. North China including Shanghai and Japan 

Commercial dry cargo exports to these areas during 1952, according to the 
Bureau of the Census, totaled slightly over 14 million short tons. To this figure 
we must (adequate breakdown not available) add all of MSTS controlled out- 
bound traffic, which according to their exhibit would be slightly less than 9.5 
million short tons. Basically then, MSTS nucleus fleet is carrying 1,421,000 
tons to areas directly competitive with the privately owned fleet and total 
United States flag traffic to these areas is slightly less than 24 million tons. 
On this basis alone, we find that MSTS nucleus fleet is transporting 6 percent 
(1.4 of 24 million tons) of United States flag dry carzo exports on routes where 
both their nucleus fleet and privately owned ships operate. Needless to say, 
the current market in the foreign trade is such that the 6 percent figure does 
make a substantial and vital difference in the availability of cargo for private 
United States flag owners. 

5. Congressman Allen also inquired as to whether there was a percentage fig- 
ure which would indicate the degree of fullness of loading an operator would 
have to have on a vessel in order to achieve the “break-even point.” 

We have inquired of our members and find that a large number of factors 
contribute to any such determination and unless most of them were known, 
a break-even point is statistically indeterminable. The most significant factor 
is obviously the nature of the cargo carried insofar as this would reflect on the 
rate per ton. We are informed that on certain low-paying cargoes the break- 
even point might easily run as high as 80 percent of cargo capacity. On ex- 


tremely high-paying cargo, 40 percent might constitute the break-even point. 


Between these two loading levels any percentage figure supplied would represent 
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a hazardous guess which we hesitate to supply since such could not be accurately 
established. 

6. During the questioning period, inquiry was raised about whether insur 

ance rates would go up if a vessel carried a full load of vehicles. We have ascer 
tained that premiums for a specific voyage of this nature would not be increased. 
However, even if the vessel or vessels carrying full loads of vehicles were 
properly ballasted, weather damage would tend to increase. If the custom of so 
loading a vessel were continued over any prolonged period, insurance fates 
would ultimately increase. 
7. We are enclosing a copy of the official Census Bureau report on United 
States foreign trade for the 12 calendar months of 1952. This particular period 
is chosen in order to given complete comparability with the material presented 
by the MSTS in their chart showing the volume of participation of the MSTS in 
total United States foreign trade. I think it would certainly be a contribution 
to the record if the cover page and tables 1 and 3 appeared in the record of these 
hearings. I have marked the official document in an effort to delete from it 
certain statistical data which | do not consider particularly relevant. 

Naturally we would be delighted to provide any other information you believe 
might be helpful. 

Yours very truly, 
ALVIN SHAPIRO, 
Director of Research 


[Summary report, United States foreign trade, January—December 1952, for release May 19 
1953] 


Water-Borne TRADE RY TRADE AREA ’ 
COVERAGE 


This report presents statistical year figures representing the aggregate of the 
transactions which have been included in the reports issued for the statistical 
months of January—December 1952. These figures, therefore, include some ship 
nents laden and unladen during the latter part of 1951 and omit some late ship 
ments made during 1952 for which information was not received in time to be 
included. A special report covering the calendar year 1952 and including ship 
ments laden on and unladen from vessels departing and arriving during the period 
January 1 to December 31, 1952, is being compiled and will be published subse- 
quently. 

Vessel export figures in this report represent exports of domestic and foreign 
merchandise lacen at the United States Customs area (continental United States, 
Puerto Rico, and the Territories of Alaska and Hawaii) for shipment to foreign 
countries. Export shipments to United States civilian Government agencies and 
foreign-aid program shipments made on foreign-flag vessels are included, as are 
foreign-aid program shipments on United States-flag commercial vessels if not 
shipped under Department of Defense charter arrangements as described below. 

Elements excluded from the vessel export figures areas follows: (1) Shipments 
to United States Armed Forces of military and naval supplies and equipment for 
their own use; (2) all export shipments of certain merchandise of military and 
strategic importance, designated as ‘‘Special Category” commodities (see Febru- 
ary 1952 Foreign Trade Statistics Notes for a list of these commodities) ; (3) all 
commodities exported under foreign-aid programs as Department of Defense con- 
trolled cargo. Department of Defense controlled cargo consists of those ship- 
ments under foreign-aid programs, such as the mutual security program and the 
civilian supply program, which are exported from the United States on United 
States Army or Navy transports or United States-flag commercial vessels 
chartered by the Department of Defense under time, voyage and space charter ar- 
rangements; (4) all export shipments valued at under $100. 

Vessel import figures are general imports and represent the total of imports for 
immediate consumption plus entries into Customs bonded storage and manufac- 
turing warehouses made at the United States Customs area from foreign 
countries. ’ 

The following elements are excluded from the vessel import figures: (1) Ameri- 
can goods returned by the United States Armed Forces for their own use; (2) 
import shipments on Army or Navy transports and, effective with April 1952 


? Prepared by the Bureau of the Census, Foreign Trade Division 
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statistics, on vessels under time and voyage charter to the Military Sea Transpor- 
tation Service; (3) import shipments valued at under $100 where the shipping 
weight is less than 10,000 pounds (import shipments of 10,000 pounds or over 
are included regardless of value). 

Trade between the United States and its Territories and possessions, and 
shipments between the Territories and possessions, are not reported as United 
States exports and imports. Also excluded from both the export and import data 
are: (1) Shipments of household and personal effects; (2) shipments by mail and 
parcel post; (8) shipments of vessels under their own power and afloat; (4) 
merchandise shipped in bond through the United States in transit from one for- 
eign country to another without having been entered as an import (Imported 
merchandise which has cleared through customs and subsequently reexported is 
included. ) 

Export and import shipments in this report are credited to the foreign trade 
areas at which the merchandise was laden on or unladen from the vessels taking 
it to or from the United States. Detailed definitions of these foreign trade areas 
in terms of the countries and ports included in each are contained in Schedule R, 
(‘ode Classification and Definitions of Foreign Trade Areas. The shipping weight 
figures represent the gross weight of shipments, including the weight of con 
tainers, wrappings, crates, and moisture content 

The shipments included in this report are shown by type of vessel service, i. e., 
“liner” or “berth,” “irregular or tramp” and “tanker” service. “Liner” service 
is that type of service offered by a regular line operator of dry cargo vessels on 
berth. The itineraries and sailing schedules of vessels in “liner” service are pre 
determined and fixed. “Irregular or tramp” service is that type of service af 
forded by dry cargo vessels which are chartered or otherwise hired for the car- 
riage of goods on special voyages. Vessels in this type of service are not on berth 
and their sailing schedules are not predetermined and fixed 

The data presented in this report are preliminary and subject to revision 
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TABLE 4.—Shipping weight of United States general imports of merchandise on 
tanker vessels by trade area and flag of vessel: January-December 1952 


(Data in millions of pounds. Totals represent the sums of unrounded figures, hence may vary slightly 
from the sums of the rounded amounts] 


January-December 1952 


United Percent 
Total States United 
flag | States 


rrade area grand total 114, 045. 46, 269 40.6 


Foreign trade areas except Canadian 113, 699. § 45, 960. £ 40.4 


Caribbean 89. 308. 2 40, 576. 2 45.4 
East Coast South America (‘) 

West Coast South America 29. 18. 
West Coast Central America and Mexico 124 62. § 
Gulf Coast Mexico 4,096. 5 798. £ 
United Kingdom and Erie 456. 6 60. 
Baltic, Scandinavia, Iceland and Greenland 28. 

Ba yonne-Hamburg range 773. 6 339. 
Portugal and Spanish Atlantic 0 

Azores, Mediterranean and Black Sea 8, 086 842.8 
West Coast Africa 

South and East Africa 27.7 

Australasia - _. 

India, Persian Gulf and Red Sea 

Straits Settlements and Netherlands East Indies 

South China, Formosa and Philippines 

North China including Shanghai and Japan 


Canadian trade areas 


Pacific Canada 
Ore Lakes Canada 
Ailantic Canada and Newfoundland 


than 50,000 pounds, less than Me of 1 percent 


Mr. Drewry. Mr. Maloney, could you tell us just who you are speak- 
ing for ¢ 

Mr. Matonery. I am speaking for all of the members of the American 
Merchant Marine Institute. I think there are now about 65, or 64 
members, somewhere in that area, and I may say they are entirely in 
accord on this presentation, without regard to whether they are dry 
cargo, passengers, tankers, colliers, reefers, or what they are, without 
regard to subsidy or nonsubsidy. 

Actually, I could have brought in additional witnesses here. Gen- 
eral Franklin appeared at our request, but his statement and mine 
are typical of the views of the entire membership. 

Mr. Drewry. It might be useful, in that connection, if you could 
submit for the record a list of your membership. 

Mr. Maroney. I will be happy to do so. 

(The matter referred to is as follows:) 


AMERICAN MERCHANT MARINE INSTITUTE, INC., MEMBER COMPANIES AS OF 
May 1954 


Actium Shipping Corp., 17 State Street, New York, N. Y. 
1 


Alcoa Steamship Co., Inc., 17 Battery Place, New York, N. Y. , 

American Export Lines, Inc., 37-39 Broadway, New York, N. Y. 

American Mail Line, 742 Stuart Building, Seattle, Wash. 

American President Lines, Ltd., 311 California Street, San Francisco, Calif. 
American Trading & Production Corp., 420 Lexington Avenue, New York, N. Y. 
American Union Transport, Inc., 17 Battery Place, New York, N. Y. 

Arrow Steamship Co., 2 Broadway, New York, N. Y. 

The Atlantic Refining Co., 260 South Broad Street, Philadelphia, Pa. 
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Bernuth, Lemboke Co., Inc., 420 Lexington Avenue, New York, N. Y 

Blidberg Rothschild Co., Ine., 80 Broad Street, New York, N. Y. 

Boise-Griftin Agencies Corp., 90 Broad Street, New York, N. Y. 

Calmar Steamship Corp., 25 Broadway, New York, N. Y. 

Ceutral Guif Steamship Corp., 1228 Hibernia Building, New Orleans, La 
Chile Steamship Co., Inc., 25 Broadway, New York, N. Y. 

Continental Oil Co., Post Office Box 1687, Baltimore, Md. 

Esso Shipping Co., Maritime Department, 30 Rockefeller Plaza, New York, N. Y. 
Farrell Lines, Inc., 26 Beaver Street. New York, N. Y. 

Grace Line, Inc., 10 Hanover Square, New York, N. Y. 

Gulf Oil Corp., Marine Department, 17 Battery Place, New York, N. Y. 

Gulf & South American Steamship Co., Inc., 620 Gravier Street, New Orleans, 

La 
Hillecone Steamship Co., Ltd., 311 California Street, San Francisco, Calif. 
Isthmian Steamship Co., 71 Broadway, New York, N. Y. 

Joshua Hendy Corp., Pier 35, San Francisco, Calif. 

Keystone Shipping Co., 1000 Walnut Street, Philadelphia 7, Pa. 

Keystone Tankship Corp., 1000 Walnut Street, Philadelphia 7, Pa. 

Chas. Kurz & Co., Inc., 1000 Walnut Street, Philadelphia 7, Pa. 

Lykes Bros. Steamship Co., Inc., 17 Battery Place, New York 4, N. Y. 

Marine Navigation Co., Inc., 11 Broadway, New York 4, N. Y. 

Matson Navigation Co., Inc., 215 Market Street, San Francisco 5, Calif. 
Mississippi Shipping Co., Inc., 1301 Hibernia Bank Building, New Orleans, La. 
Moore-McCormack Lines, Inc., 5 Broadway, New York 4, N. Y. 

Mystic Steamship Division, Eastern Gas & Fuel Associates, 250 Stuart Street, 

Boston 9, Mass. 

National Bulk Carriers, Inc., 380 Madison Avenue, New York 17, N. Y. 

New York & Cuba Mail Steamship Co., Pier 34, North River, New York 18, N. Y. 
Ore Navigation Corp., 25 Broadway, New York 4, N. Y. 

Paco Tankers, Inc., 1000 Walnut Street, Philadelphia 7, Pa. 

Pan American Petroleum & Transport Co., 122 Bast 42d Street, New York 17, N. Y 
Polarus Steamship Co., 30 Broad Street, New York 4, N. Y 

Sabine Transportation Co., Inc., Port Arthur, Tex. 

Seas Shipping Co., Inc., 39 Cortlandt Street, New York 7, N. Y. 

Sieling & Jarvis, 50 Broadway, New York 4, N. Y. 

Sinclair Refining Co., Marine Department, 600 Fifth Avenue, New York 20, N. Y. 
Socony-Vacuum Oil Co., Inc., 26 Broadway, New York 4, N. Y. 

South Atlantic Steamship Line, Savannah Bank & Trust Co. Building, Savannah, 

Ga. 

Southeastern Oil & Affiliates, 2101 Connecticut Avenue NW., Washington 9, D. C. 
Sprague Steamship Co., 10 Post Office Square, Boston 9, Mass. 

Standard Fruit & Steamship Co., Pier 13, East River, New York 5, N. Y. 
Standard Oil Co. of California, Standard Oil Building, San Francisco, 20, Calif. 
Steelcraft Steamship Corp., 44 Whitehall Street, New York 4, N. Y. 

Stockard Steamship Corp., 17 Battery Place, New York 4, N. Y. 

T. J. Stevenson & Co., Inc., 80 Broad Street, New York 4, N. Y. 

Sun Oil Co., Marine Department, 1608 Walnut Street, Philadelphia 3, Pa. 

The Texas Co., 135 East 42d Street, New York 17, N. Y. 

Tidewater Associated Oil Co., Inc., 17 Battery Place, New York 4, N. Y. 

M. & J. Tracy, Inc., 1 Broadway, New York 4, N. Y. 

Trinidad Corp., 30 Rockefeller Plaza, New York 20, N. Y. 

Union Sulphur & Oil Corp., 33 Rector Street, New York 6, N. Y. 

Union Oil Co. of California, 617 West 17th Street, Los Angeles 14, Calif. 

United Fruit Co., 1 Federal Street, Boston 10, Mass. 

United States Lines Co., 1 Broadway, New York 4, N. Y. 

Wessel, Duval & Co., 67 Broad Street, New York 4, N. Y. 

Mr. Drewry. That is all, Mr. Chairman. 

Mr. Auuen of California. Mr. Bonner. 

Mr. Bonner. This memorandum that came down from the Assist 
ant Secretary of Defense, dated April 29, 1954—it wouldn’t 
make any difference to me whether the ships were chartered from 
subsidized operators or not. My idea was: Wherever the ship may 
be chartered, was it interfering with a subsidized operator and reduc- 
ing his opportunity to carry MSTS cargo? 
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It is strange to me that I hear things outside that I can’t hear testi- 
fied to here. 

Now, I didn’t ask this question just out of the clear blue. 

In this—— 

Mr. Maroney. Sir, did you ask me a question ¢ 

Mr. Bonner. I understand if a private operator comes here and 
testifies he might be penalized by the MSTS. Now, in what way, 
tell me, can MSTS penalize him? 

Mr. Matoney. Well—— 

Mr. Bonner. I am not just picking that bone off the sidewalk either. 
Mr. Maroney. I am not saying they would penalize them, but cer- 
tainly, with MSTS holding the position of the biggest cargo broker, 
the biggest freight forw: arder , you might call it, in the world, and the 
best customer of the American merchant marine today, there is ample 

room for penalty, if they saw fit to do it. 

Mr. Bonner. They can’t beat a man’s brains out ? 

Mr. Maroney. They can put a man out of business. 

Mr. Bonner. Yes. 

Mr. Matonry. There is just no question about it, because if the mutt- 
tary cargo were completely withdrawn from one of these lines it would 
put him from near black to all red. 

Mr. Bonner. Therefore, I am led to believe that this statement is 
evasive. 

Mr. Matonry. Well, sir 

Mr. Bonner. You testified about this period of 18 months. Now, he 
Says: 

Although the cargo carried by these chartered ships moved on routes normally 
served by other subsidized lines, there is no certainty as to the amount of this 
eargo that would have actually moved on such subsidized lines if these char 
tered ships had not been used. 

Mr. Matonry. It might conceivably have moved on the nucleus fleet. 

Mr. Bonner. Now, to be sure, in your testimony, with the exception 
of this motorized cargo—— 

Mr. Maroney. Yes, sir. 

Mr. Bonner (continuing). Or the motor cargo—you testified they 
didn’t use 50 percent of ag space offered ¢ 

Mr. Maroney. Yes, si 

Mr. Bonner. That was your testimony / 

Mr. Maroney. Yes, sir. 

Mr. Bonner. Now, I take it you covered the East and the West 
both in that statement ? 

Mr. Mavonry. Yes, sir. 

There were some companies who did not have men available to 
meet with us, but we had a very representative group. 

Mr. Bonner. Then, as to this motor cargo on the east coast, were 
there any of your associates that sailed from the west coast during 
this period of time that had space which had been offered to MSTS 
that was not utilized? 

Mr. Maroney. Oh, yes, sir. 

Mr. Bonner. Well, now—— 

Mr. Maroney. This is not purely an Atlantic and gulf coast 

Mr. Bonner. Therefore, I say this statement is not correct. That 
is, you are right or they are right, one or the other. Somebody is 
wrong. 
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You say that there was on the west coast— 

Mr. Maroney. Yes, sir. 

Mr. Bonner (continuing). Operators who offered space, where 
there was plenty of bottom freight, as you termed it, who sailed with 
empty space / 

Mr. Maroney. Well, sir, 1 don’t have the breakdown with me, line 
by line. I have merely the cumulative figures. I would like to check 
that. There may be 

Mr. Bonner. Do you agree with my observation so far, that this 
memorandum is not correct? 

Mr. Matonry. That memorandum, sir, according to my informa- 
tion, is incorrect. 

There may conceivably be companies whose space was 100 percent 
utilized. I don’t recall having seen any, but I will check it. 

Mr. Bonner. It says here: 

It should be emphasized that during 8 months of the period covered by the 
attached report MSTS utilized all of the space made available to it by the berth 
lines on all routes without restriction. 

That is contradictory to what you said. 

Mr. Maroney. Yes, sir; that is entirely contradictory. 

Mr. Bonner. This is kind of getting into a McCarthy proposition. 
Somebody is wrong. 

This memorandum is a response to a fair question that I thought 
[ asked, and I just didn’t want to pass it over as being satisfactory 
to me in the light of your testimony. 

Mr. Matonry. I wanted to make certain, Mr. Bonner—I don't 
know whether you had—— 

Mr. Bonner. You are not afraid of being beaten over the head, are 
vou ¢ 

Mr. Maroney. No, sir; not at all. 

Mr. Bonner. They can’t identify you, can they ? 

They have to beat the whole crowd if they beat you. 

Mr. Maroney. I want to make it clear—perhaps it is best that I do 
answer your questions, but, neverthe te: I have heard of no threats 
or anything of that sort, nor have I seen any case of vindictiveness 
on the part ‘of MSTS at all. 

Mr. Bonner. They don’t have to use threats. They can just go out 
and charter a vessel and do their own shipping, as I observe it, and 
as Mr. Allen, the chairman, has said, let the Federal Government pay 
the freight on both sides, by subsidizing the berth liners and ian 
by paying the freight of chartered vessels. 

You read this statement, or you heard it read. 

Mr. Maroney. Yes,sir. I had not seen it. 

Mr. Bonner. Do you have any observations as to its inaccuracy ? 

Mr. Maroney. I have already commented 

Mr. Bonner. I wish you would just take it down there and read it 
yourself one minute and answer that one question. 

Mr. Maroney. I have already commented on the vehicle situation. 

Mr. Bonner. I know you have, and we understand that. 

Mr. Matonry. There is one sentence in here, where he says: 

\lthongh the cargo carried by these chartered ships moved on routes normally 
served by other subsidized lines, there is no certainty as to the amount of this 


cargo that would have actually moved on such subsidized lines if these chartered 
ships had not heen used 
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Mr. Bonner. Now, that statement—— 

Mr. Maroney. I’m not here to speak on behalf of subsidized lines 
or nonsubsidized lines, but I am here on behalf of both. 

Mr. Bonner. I think the answer to that question is a little out of 
line because I wasn’t speaking in particular about subsidized lines. 

Mr. Mavoney. It can be ascertained with certainty how much cargo 
would have moved on private lines and on berth lines if the nue leus 
fleet hadn’t been carrying a lot of commercial cargo and, secondly, if 
chartered ships had not been brought in if and when there was space 
available. 

Mr. Bonner. Well, that is what I—— 

Mr. Maroney. That could be ascertained. 

Mr. Bonner. That is what I was driving at when I asked the ques- 
tion. I may not have framed the question properly, but it was gener- 
ally understood, I thought, what I meant. 

Do you have any other comment ? 

Mr. Maroney. I don’t have any. 

I believe the entire letter was read. I don’t have any other comment. 

Mr. Bonner. I asked a question yesterday of a witness about this 
statement—General Franklin’s statement—and there was a lot of hesi- 
tancy in answering the question. Some gentleman in the company 
of the general started to answer it, and I think - was kind of hesitant. 
He didn’t answer it and, seeing the situation, I didn’t press him to 
answer it. 

In General Franklin’s statement, on page 3, there is this statement : 

It is to be noted that this agreement specifies maximum utilization of available 
berth space wherever this is consistent with military requirements and takes pre- 
cedence over the use of time charter and National Shipping Authority vessels. 

This overall policy, we believe, was generally adhered to by the Military Sea 
Transport Service until May 1952, at which time instructions were issued by 
the commander of the Military Sea Transport Service to area commanders which, 
in effect, placed a maximum limit on the share of military cargo which commer 
cial operators could participate in. 

What national incidents, affairs, situations took place that caused 
this agreement between the Secretary of Commerce and the Secretary 
of Defense to be broken, just by a mere letter, and without any ne- 
gotiation ? 

Mr. Matonry. That was May 1 of 1952¢ 

Mr. Bonner. May 1952. 

Mr. Maroney. I don’t know, sir. I don’t know what—— 

Mr. Bonner. You heard the discussion ? 

Mr. Maroney. Yes, sir. 

I have no knowledge of what incidents may have brought about 
that letter. 

Mr. Bonner. And the chairman of the committee said in a case like 
this where agreement had been entered into by two Cabinet members 
of the Government and just broken like that the only place they could 
go to was the top. 

If we are going to have agreements of this kind and MSTS and 
Commerce is going to be fair with respect to trying to keep the private 
American merchant marine afloat, then a thing of this kind has got 
to be settled and adjusted someway. 

Mr. Mavoney. I agree. 

Mr. Bonner. Pardon. 

Mr. Mavonry. I certainly agree. 
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Mr. Bonner. Because private industry would have no solid base 
to operate from, with any other agreements that might be entered 
into, would it / 

Mr. Maroney. That is correct. 

Mr. Bonner. So, you have no observations to make / 

Mr. Matonry. Well, sir, not as the president of the institute; but 
going back to when I did practice law, I will answer your question 
as of yesterday. 

Mr. Bonner. Did vou know that letter was in existence / 

Mr. Mavonry. Yes, sir. 

Mr. Bonner. What did you do at that time? 

Mr. Matonry. Well, I didn’t know of that letter, nor did a lot of 
the lines know, until much later. The lines, when they were first told 
of that letter, as a committee, as you were told yesterday, immediately 
protested, and they carried their protest to Admiral Cochrane, who 
wrote a letter supporting their protest. 

That letter, I believe, was submitted yesterday. They did that. 

We at the institute were not called into the picture at all, and 1 
never knew of the change of the 1951 agreement until fairly recently, 
when we were beginning to look into that picture. 

Mr. Bonner. That was definitely detrimental to the successful 
operation of the private operator; was it not / 

Mr. Maoney. Yes, sir; it was, most certainly. 

Mr. Bonner. If we reached any further understanding and agree- 
ment, what do you think you could depend on in the future ? 

Mr. Mavoney. Legislation. 

Mr. Bonner. Sir? 

Mr. Mavonery. Legislation. 

Mr. Bonner. That is all. 

Mr. Auten of California. Mr. Garmatz. 

(No response.) , 

Mr. Maloney, going back to your statement on page 6, which has 
to do with the 2.77 percent, I have been trying to find someone who 
would give me some estimate of the value, revenuewise, of the MSTS 
cargo with relation to the ultimate profit and possible recapture, with 
this thought in mind: That the merchant fleet will take all private 
cargo offered; at that point will be loaded to a certain average per- 
cent. Now, what percentage is added on by MSTS and what effect 
does that last increment have on the profit or loss that might be in- 
volved ¢ 

Mr. Mavoney. Well, I followed with great interest the question 
yesterday because I could see that several members of the committee 
were interested in that question, and, of course, the amount of cargo 
that is added to the commercial cargo by MSTS will vary from fleet 
to fleet, from service to service, but without any consultation, I may 
say, with General Franklin, who had left Washington or was un- 
available at least to my phone calls, when we began work on this 
late yesterday, we have tried to make a projection on the basis of the 
figures which he gave your committee yesterday. We think they are 
fairly accurate. 

Now, he testified that they had 179 sailings for the North Spain- 
Hamburg Channel and Antwerp-Rotterdam services. On those sail- 
ings they carried military cargo of 615,205 measurement tons, and the 
revenue from that military cargo was $10,691,920. 
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Now, dividing through, to get the rate per ton, we get $17.38 per 
ton of military cargo. That was their average revenue. 

Now, on that same service he testified that they had over the 179 
sailings 325,714 unused space measurement tons. They sailed with 
that much space available. 

Of course, anything which we do on this basis has to have some 
assumptions, but if we assumed that the military cargo, which was 
unquestionably available for many of these sailings, was given to 
the United States Lines’ sailings here to fill those ships—in other 
words, if they got 325,714 tons more of military cargo, and using the 
average rate of $17.38—there would have been added revenue of 
$5,660,909. That is gross. 

He also testified yesterday that they figured that handling costs ran 
about 40 percent, which would bring ‘that gross revenue down to 
$3,396,545. 

Now, of course, that is net revenue, subject to recapture, if he has 
already made his 10 percent and is in a recapture position, and, of 
course, if also he has not exceeded the 100 percent recapture. 

So, if he is in a position where this revenue, additional revenue, 
is subject to recapture, the additional recapture from the military 
eargo would be $1,698,273 on this 1 service. 

I have the figures for the other services, but this was the largest. 

I think you were asking the questions yesterday first, Mr. Bonner, 
but Mr. Allen asked me about it. 

This is rough, because obviously we don’t know that the military 
eargo which would have filled the ships would have been the same 
type of cargo that had already been delivered; but the base is broad 
enough that we believe it is a representative average, when we take 
this figure of $17.38 a ton. 

So, there is your increased revenue on this one service if the military 
cargo had filled those ships 100 percent. 

Mr. Auten of California. Have you 

Mr. Garmarz. What period of time was that? 

Mr. Matonry. Tlris was the calendar year for 1953. This was the 
United States Lines’ sailings during that year, 179 sailings on that 
service. 

Mr. Garmatz. When was this particular time we were speaking of 
with respect to the vehicles being transported ? 

Mr. Maroney. That was earlier. That was, I believe, 1952. 

The period which Mr. Thomas mentioned in his letter was Decem- 
ber of 1952 to July of 1953, but it is my recollection that the vehicle 
movement occurred earlier in 1952, with 70,000 vehicles. I think that 
was early in 1952. 

Mr. Garmatz. It wouldn’t be in the time limit you had this space 
available? 

Mr. Maroney. Oh, no, sir; no. I think not; and, furthermore, sir, 
this space was to the North Atlantic -_ the vehicles were entirely 
from the Atlantic coast, around to the Far East, to Korea and Japan, 

Mr. Atien of California. Can you tell me, with any approximate 
accuracy, the percentage to which a ship must be loaded to run at a 
profit or, to change that slightly, to run at a break-even point? 

Mr. Matonry. No, sir; T can’t, because that would be a function of 
the rate which the particular cargo took. 
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Mr. Auten of California. On an average of all cargo moving export 
from New York Harbor, could that be done? 

Mr. Matoney. It might be done, sir, and I will find out if there is 
information available. I can’t testify to that. 

(The matter referred to is incorporated in letter dated May 13, 1954, 
from American Merchant Marine Institute appearing on p. 238 8.) 

Mr. Auten of California. Could you also find what the increased 
profit or what the profit element would be for each unit of tonnage 
added thereafter ? 

Mr. Matonry. Well, I think we had that pretty well yesterday, 
because it is my belief that all of this cargo to which I have just 
testified—in other words, this additional military cargo—would have 
all been profit, other than for the 40-cent handling cost. 

I believe that was the gist of General Fr: inklin’s testimony, that he 
had already secured enough cargo, both military and commercial, to 
get above the break-even point, and this was clear exce pt for the cost 
of the physical handling of the cargo. Now, if that is so, that 
would indicate he was at least bre aking even with 81 percent capacity 
in this trade at that time. 

Mr. Auten of California. The ultimate factor I have been trying 
to get at is something of this nature: I believe there is a service in the 
berth lines which the Government is paying for in part and a service 
in the MSTS ships which the Government is paying for in full and, 
therefore, as to the Government cargo carried it is actually providing 
two servic es whe re berth spi ice is avi ail: ible for the carriage of possibly 
one cargo, and insofar as berth space is unused I am trying to find 
what the relative costs are or comparative costs are for eac h space used 
or unused and still paid for in the two methods of handling Govern- 
ment cargo. How would you do that? 

Mr. Mavonry. You are speaking now of berth cargo, berth service. 
It is much easier to do that, of course, on full cargo, either on a charter 
or bulk cargo, where you can compare ship for ship. 

If you try to make a comparison in the berth operation, you have to 
run down the various types of cargo that are carried and get the rates 
that they take. Then you would have to translate that into the MSTS 
operation of a ship. 

It would be quite a difficult procedure to convert from a berth rate 
for a portion cargo to an MSTS operation. It is not hard to do ship 
to ship, and there is no question about it—the MSTS operation, the 
Government operation, is more costly than the private operation, ship 
for ship. Mr. Thomas so testified. 

Mr. Auten of California. Yes, but is the cost to the Government 
for the cargo that it carries or that it has carried, having in mind 
that there are these two services which the Government is paying for, 
in whole or in part, cheaper one way or the other—not the cost of the 
operation of the ship, but the cost to the Government for the carriage 
of its cargo? 

Mr. Matonry. In other words, shipping the cargo on a berth service 
as compared with putting an MSTS ship in there to carry that cargo? 

Mr. Arten of California. Yes, but including the factor that the 
Government is subsidizing the berth operation and, because of the 
action in depriving the berth operation of cargo, the Government 
reduced its recapture and, therefore, increases its net subsidy as 2 
factor in the cost of carrying the cargo. 

45110-—54—pt. 1 17 
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Mr. Mavoney. The only thing I can give you to help you on that 
would be the type of information which I just gave you with regard 
to this one operation of a United States Line. 

I see no way, Mr. Allen, to make the comparison between carrying, 
let’s say, 3,500 tons of military cargo in a berth operation and carrying 
that same cargo onan MSTS ship. In the first place, we have no way 
to tell what MSTS costs are, because their figures just aren’t com- 
parable. In the first place, they only deal with MSTS and the rest 
of the Government figures are completely excluded, anything that any 
other budget pays. 

We have no basis for comparison. I just can’t help you on that 
comparison. 

Mr. Auten of California. I think you have touched on the question 
with regard to the USS and the USNS ships. In the agreement be- 
tween Eases and the Defense Department, the use of ships is 
specified after employment of the two classes of MSTS ships. Is 
there any reason the USS and USNS ships should be fully utilized 
if they have regard for the healthy operation of the merchant marine? 

Mr. Maroney. Sir, if we get down to a nucleus fleet, which consists 
of noncommercial ships, the problem practically disappears. 

We have a problem only while that aerated watlene fleet consists 


of a lot of ships which are identical with our ships. 

If we can eliminate the commercial-type ship and the commercial- 
type operation, then it is to everyone’s interest, to the taxpayer’s 
interest, to have the remaining ships fully utilized. 

Mr. Auten of California. Now, if you have a nucleus fleet as a 
ready reserve, as the term is used, wouldn’t it be necessary to operate 
that nucleus fleet in order to keep the skills of operation, variety of 


skills of management and repair and otherwise in a healthy condition 
for use? 

Mr. Maroney. No, sir; I would say no, and I say that for this 
reason: No one has ever said that you are going to fight another war 
with the MSTS fleet only. That means that in an emergency this coun- 
try is going to turn to the private steamship industry to carry the main 
load. Now, if that is the case, why should your main bulwark be 
weakened by keeping a handful, relatively a handful, of skilled 
people ? 

Isn’t it much more important, as we think, to keep your main 
strength fortified ? 

Mr. Auten of California. Now, another question I have been ask- 
ing has to do with the matter of rates, where a situation exists under 
which all private shippers are charged the same rate and then a dif- 
ferent rate is made for MSTS. Is there any justification for that 
situation ? 

Mr. Mavonry. I couldn’t quite hear all of Mr. McIntyre’s testimony 
yesterday, but I don’t believe that there is objection from the industry 
to a preferential rate for volume cargo. 

I would like an opportunity, if I am wrong on this, to submit in- 
formation to you, but I believe they feel that is justified. 

Mr. Auten of California. Do they give preferential rates to any 
other shipper on the basis of volume of cargo £ 

Mr. Matonry. I can’t answer that, sir, but I will submit the in- 
formation to you. 
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Mr. Aucen of California. I think it is true it is against the law, 
the Federal law, to give any preferential rates to any large volume 
shippers on the railroads. 

Mr. Maroney. Well, I will supply information to the committee in 
answer to that question. I will be happy to. 

Mr. Au.en of California. In regard to the operation of ships carry- 
ing vehicles only, would it be true the insurance on a privately owned 
ship might cost more if it were such a cargo and on Government ships 
all insurance is taken care of by the Government ? 

Mr. Matoney. It is entirely true there is no insurance paid on the 
Government ships. I can’t tell you, sir, whether the insurance car- 
riers would insist on a higher rate for a full load of vehicles or not. 

I am sorry not to have this information readily available, but I 
can gladly look into it. 

(The matter referred to is incorporated in letter dated May 13, 1954, 
from American Merchant Marine Institute appearing on p. 238 

Mr. Atten- of California. Then you referred to the British ar- 
rangements and how closely the Government works with the privatel 
operated merchant marine. I was wondering if there was any dif. 
ference in the attitude of the management of the British companies 
which results in a closer cooperation with the Government. 

Somehow or another we seem to be assuming if anything is wrong 
it is wrong with MSTS;; but is there a situation among the operators 
of the American merchant marine which is so identical to the situa- 
tion with the British that the comparison is a good one, without con- 
sidering the management of it? 

Mr. Matoney. I don’t know of any difference, except to repeat to 
you what I heard said some time ago. A hundred and fifty years ago 


the British shipping industry went through what we are now going 
through today. We are just 150 years younger than they are and we 
have that much longer before we will progress, say, mentally and 
commercially to their present state. They tell us that they went 
through all these trials and tribulations many, many years ago, but 
they are just so much older. 

Mr. Auten of California. Mention has been made of labor aor. 


pages as one of the elements considered in the maintenance of the 
nucleus fleet. Wouldn’t it be a fair statement to say, with regard to 
the carriage of military cargo, all of the labor difficulties that the 
military department has had have been anticipated but have never 
come to pass ¢ 

Mr. Maroney. All of the labor difficulties which the military has 
had have been anticipated but have never come to pass? 

Mr. Auten of California. Which were going to stop cargoes or sup- 
posed to stop the movement of military cargoes. 

Mr. Maxonry. I believe that is entirely correct. 

Mr. Atxen of California. And then with regard to the question of 
MSTS penalizing a line which might criticize it, do you know what 
trade routes are, as they say, double track or triple track ? 

I think Mr. Farrell testified a while back that he had one. 

Mr. Matonry. Yes. 

Mr. Shapiro can probably answer that. I don’t know. Can you 
answer that? 
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Mr. Suaptro. There is one other from the Far East to the Orient. 
There may beathird. We could get that for you. 
(The matter referred to is as follows :) 


TrapDE Routes WitH More THAN ONE COMPANY (OPERATING WITH SUBSIDY 


15-A Atlantic to South and East Africa, Madagascar : 
1. Seas Shipping 
2. Farrell Lines 
24 Pacific to East Coast of South America: 
1. Moore McCormack (Pacific Republic Line) 
2. Pacific Argentine Brazil Line 
21 Gulf to United Kingdom, Ireland, Atlantic Europe: 
1. Bloomfield Steamship Co. 
2. Lykes Bros. Steamship Co. 
California to Far East: 
1. Pacific Far East Line 
2. Pacific Transport Line 


3. American President Lines 


Mr. Auten of California. Wherever that situation would exist the 
MSTS could, in effect, penalize by using the one that didn’t criticize; 
is that right? 

Mr. Maroney. That would be so, if they saw fit. 

Mr. Aten of California. It would, therefore, be extremely poor 
salesmanship to go out and criticize MSTS. 

Mr. Matoney. Well, I don’t think, sir, we are really criticizing 
MSTS, because I don’t think the policy is made by MSTS, nor none 
of us think that. I don’t think MSTS does any more than I do 
here today. I am coming in to do what I was told. I think their 
policy has been made for them, sir. 

We have no bitterness against MSTS, and we are not here criticiz- 
ing MSTS. I think they have done the job as they were told to do it, 
but I think we have a definite clash of policy. We have the congres- 
sional policy to promote a merchant marine and we have a military 
policy which seems to feel they can do everything better if they do it 
themselves. 

Mr. Auten of California. Thank you. 

Mr. Garmatz. 

Mr. Garmatz. Mr. Chairman. 

Mr. Auuen of California. Mr. Garmatz. 

Mr. Garmatz. Mr. Maloney, I don’t think anyone is criticizing the 
MSTS. The great difficulty seems to be nobody can define the word 
“nucleus.” 

Is that the answer? 

Mr. Maroney. That is the problem. 

Mr. Garmarz. I mean what is your definition of “nucleus”? 

Mr. Maroney. That is very much the problem. 

Mr. Garmatz. That is the important word that has been used in all 
the testimony. Nobody seems to know what it is. I can’t find out 
myself what “nucleus” means. 

Mr. Maroney. So long as— 

Mr. Garmatz. I think it means difference of opinion: 

Mr. Maroney. So long as nucleus remains as flexible as it has been, 
there is no room for private operation at all. 

Mr. Garmatz. Is that your definition of the word “nucleus” ? 
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Mr. Maroney. Our definition of the word “nucleus” would be: 


Should consist only of those types of ships which are not in existence com- 
mercially or cannot be brought into existence commercially. 

They should be completely noncommercial types, and its operation 
should be a noncommercial use. 

When you have fifty-some tankers operating—I mean you have 30- 
some dry-cargo ships in operation and at the same time you have one- 
sixth of your privately owned fleet tied up waiting for business—and 
that is the situation today; approximately 200 of our 1,200 ships are 
idle for want of business—then I think we have got to peel off this 
Government in business. 

Mr. Garmatz. In other words, you are maintaining the reserve fleet 
instead of the Government maintaining it? 

Mr. Maroney. We are definitely doing that at private expense, sir 
and if we are compelled to do that until new construction takes place— 
in other words, all that MSTS has said to date—perhaps I shouldn’t 
use MSTS; perhaps what I should say is all the military has said to 
date is, “When new construction is built, we’ll put our contract tankers 
out of operation.” 

In other words, until new construction is built. we are financing the 
active reserve fleet with our 70 idle tankers right now while the Gov- 
ernment ships continue on their merry way. 

We see no reason whatsoever why those ships could not be laid up 
today. 

Mr. Garmarz. In other words, if we can get rid of the word “nu- 
cleus,” then we get rid of all our problems; is that it? 

Mr. Mavoney. Either get rid of it or define it to noncommercial 
types of vessels. 

Mr. Garma'rz. That is all, Mr. Chairman. 

Mr. Auten of California. Mr. Shelley. 

Mr. Suextey. I have no questions. 

Mr. ALLEN of California. Thank you very much, Mr. Maioney 

Mr. Maroney. Thank you, Mr. Allen, for your time. 

Mr. Auten of California. Unless there is objection, I think it would 
be well at this point in the record to insert the statement made by 
Admiral Wilson to the Potter subcommittee which has been referred to 
by three or four witnesses. If there is no objection, that will be done. 

(The statement referred to is set forth as appendix beginning on 
on p. 481.) 

Mr. Matoney. Mr. Chairman, could I put something here in the 
record, sir, that I had meant to call to your attention earlier / 

Our initial letter was written in 1949 protesting this commercial 
operation of tankers, and then there are two more letters, to which I 
would like to add a copy of Admiral Denebrink’s reply, which I don’t 
have with me, but in anticipation of tanker testimony which you will 
have I would like to have this made a part of the record, if I may. 

Mr. Auuen of California. Unless there is objection, it will be made 
a part of the record at this point. 
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(The letters referred to are as follows :) 


NAVy OPERATION OF COMMERCIAL TANKERS 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
New York, July 28, 1949. 
Hon. JoHN R. STEELMAN, 
Assistant to the President, 
The White House, Washington, D. C. 

DEAR Doctor STEELMAN: The American Merchant Marine Institute, Inc., is 
a trade association composed of 66 United States steamship companies which 
own or operate approximately 8 million gross tons of American-flag shipping, 
consisting of dry cargo, tank and collier vessels, in the domestic and foreign 
trades of the United States, representing nearly three-fourths of the oceangoing 
tonnage of the United States and employing about three-fourths of the United 
States seagoing personnel. 

On behalf of the tanker industry, the institute has been in communication 
with the Maritime Commission in an effort to bring about the discontinuance 
of Navy operation of merchant-type tankers in the commercial field. Since we 
have been informally advised that the subject has been referred to you, the 
institute, upon the recommendation of its Tanker Committee (a group formed 
in the early days of World War II at the request of Admiral Land to coordinate 
the industry’s part in the national war effort) is desirous of presenting its 
viewpoint in respect to the above matter. The immediate withdrawal of the 
Government from the field of transportation which has been traditionally 
covered by privately owned vessels, is becoming daily more necessary in view 
of the increasing number of privately owned unemployed tankers under the 
United States flag. Of the approximate 460 tankers privately owned, 100 or 
more are presently in idle status or laid up. 

Many of the owners of these vessels are approaching a serious financial crisis, 
with little prospect of relief. 

In the fall of 1947, the Maritime Commission allocated to the Navy 50 tankers 
for the carriage of petroleum requirements for the Government account. These 
merchant-type tankers were withdrawn from the reserve fleet and are operated 
under Navy contract by commercial shipping organizations with civilian crews. 
This agency-type operation is contrary to the congressional intent as declared in 
the Merchant Ship Sales Act of 1946 in section 7 (b) thereof, which provides as 
follows: “After the cessation of hostilities, operation of vessels in commercial 
service by the United States, either for its own account or through operating 
agents under agency agreements, shall, except as to the Panama Railroad Com- 
pany and other services specifically authorized by law, be continued only to the 
extent necessary to effect orderly transfer of vessels to private operation.” All 
owners of American-flag vessels, including purchasers of vessels under the 1946 
act, are entitled to the protection afforded by the foregoing prohibition against 
Government competition. A similar policy is likewise expressed in the Merchant 
Marine Act, 1936, as amended. 

While industry recognized the possibility of a temporary shortage of tanker 
transportation developing during the transitional period from a wartime to 
a peacetime basis, the industry never concurred in Navy operation of merchant 
vessels in point-to-point operation. We have never understood why the Navy 
was permitted to assume this function from the Maritime Commission whose 
operating authority has never been terminated. Since the Navy operation was 
undertaken after the cessation of hostilities on the basis of powers assumed 
to have been conferred by the first War Powers Act of 1941, there is considerable 
doubt as to whether the statutory authority existed for such Navy operation. 
That the Navy itself apparently was uncertain of its statutory authority in this 
respect is evidenced by the fact that the Department subsequently attempted to 
obtain such authority through legislation, which was never enacted. 

In mid-1948 the demand for tanker transportation precinitately declined so 
that Government operation lost any possible justification. We do not hesitate to 
commend the Maritime Commission for its quick realization of the developing 
situation. In Octoher 1948, the Commission addressed communications to tanker 
owners, inquiring as to the status of the employment of their vessels. This 
survey disclosed that industry was already suffering from failure of the Govern- 
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ment to withdraw from the area of private tanker operations and demonstrated 
the vital importance of such withdrawal. 

The tanker industry was ready on December 7, 1941, and is determined to be 
ready in the national defense, if again called upon. During the war, the industry 
expanded as required, new organizations were developed, and new investors 
in the marchant marine appeared. Bearing in mind the necessity of maintain- 
ing in active operation a private tanker fleet as an essential military auxiliary, 
ready for any emergency, we urge the necessity of corrective measures. 

To sum up, it is recommended that (1) instructions be issued to discontinue 
Government operation of tankers under the direction of the Navy; (2) the 57 
tankers now under Navy control be returned to the Maritime Commission reserve 
fleet ; and (3) the normal procurement procedures of the Government be reestab- 
lished so that private owners of tankers may be given every opportunity to pro- 
vide the transportation needed by open and competitive public bidding, with full 
description of the services required. 

We trust that in the interest of maintaining an adequate merchant marine, 
these recommendations will receive your prompt and favorable consideration. 

Respectfully submitted. 

J. W. BANCKER, Vice President. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
New York, December 14, 1958. 
Vice Adm. FrRANctis C. DENEBRINK, 
USN, Commander, Military Sea Transportation Service, 
Department of the Navy, Washington, D. C. 


DeAR ADMIRAL DENEBRINK: You are undoubtedly aware of the concern with 
which industry has viewed, from the beginning, the operation by MSTS of 
62 T2-type, contract-operated tankers. Certain other phases of the MSTS oper- 
ation have in varying degrees given rise to objections insofar as they were con- 
sidered an encroachment on United States merchant shipping, but none with 
such consistency as the contract tankers. The institute’s first formal protest 
against this activity (a copy of which is attached) was directed to Hon. John R. 
Steelman, assistant to President Truman, on July 28, 1949, when these same 
tankers were being contracted out by the Navy itself. Our objections were 
based on the fundamental impropriety of the conduct of Government operations 
in a commercial field, and we find that virtually every sentence is as applicable 
today as when written. 

As with the GAA freighters, it has always been our belief that the contract- 
operated tankers (as distinguished from the fleet AO’s) should be kept active 
in point-to-point transportation of Defense Department cargoes only to the 
extent that commercial vessels in adequae numbers or types are not available 
as replacements on a time or voyage-charter basis. Judging from correspond- 
ence and testimony made public this year, it is indicated that responsible Gov- 
ernment officials are also of the view that these tankers should be operated 
only in default of an adequate number of commercial vessels. 

Accordingly and in light of the fact that there are at present more than 50 
United States flag tankers in idle status due to lack of employment, it is the 
purpose of this letter to urge that deactivation of the contract-operated tankers 
be effected promptly and to the full extent that Defense Department tonnage re- 
quirements can be met by the time or voyage charter of tankers privately oper- 
ated. For the most part the tanker tonnage in lay-up throughout the world today, 
reported to total nearly 2 million deadweight tons, consists of overage, obsolete 
vessels. Many of them have already been scrapped. A substantial number of 
the American vessels however are of the T2 type, identical to those operated by 
MSTS. Thus the replacement of the contract tankers by market charters will 
result in at least a comparable transportation service to the Department’s ship- 
ping petroleum, and insofar as newer tonnage or supertankers are offered by 
private operators for cargoes now carried in MSTS T2’s, the net result can only 
be an increase in Government transportation efficiency. 

Due to the fact that the United States tanker market is overtonnaged, as 
evidenced by the steadily increasing number of laidup ships, we believe that 
MSTS can place its contract-operated tankers in the national defense reserve 
fleet with the reasonable expectation that they will not have to be immediately 
broken out to meet fluctuating demands. In the alternative, American owners 
faced with increasing layups will have no choice but to scrap or sell their excess 
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tonnage. The resulting net decrease in the nationwide tanker transportation 
potential would not appear to be in the national interest. 

With your indulgence, we have taken the opportunity to again express the 
views of the tanker section of our membership on this most important matter. 
We sincerely hope that the remaining contract-operated fleet can be promptly 
deactivated and replaced by the charter of private tonnage. To that end, we 
assure you of our fullest cooperation. 

Yours very truly, 


WALTER E. MALONEY, President 


DEPARTMENT OF THE NAVY, 
Miiirary Sea TRANSPORTATION SERVICE, 
Washington 25, D. C., January 28, 1954. 
Mr. WALTER E. MALONEY, 
President, American Merchant Marine Institute, 
New York, N. - 

Dear Mr. MALONEY: This has reference to your letter of December 14, 1953, to 
which was attached copy of letter addressed by your institute to the Honorable 
John R. Steelman, under date of July 28, 1949, relative to the contract operation 
of T—2 tankers by the Military Sea Transportation Service. For the benefit of 
the record, while your letter makes reference to 62 T—2 type tankers there have, at 


no time since 1949 been in this operation more than 55 of the T-2 type. The 


remaining 7 comprise 8 T—l’s and 4 AOG’s. Four of the 55 T-2’s are now in the 
process of inactivation, having been replaced by 2 privately owned, commercially 
operated new supertankers under time charter and 4 more will be inactivated 
within the next few months when 2 additional similar supertankers are to be 
delivered under charter. The four AOG’s are likewise expected to be inactivated 
in the near future. 

For a proper understanding of the position of the Military Sea Transportation 
Service with respect to these contract operations, I believe it will prove helpful 
to review the background. 

Prior to the outbreak of hostilities in Korea in June 1950, because of the marked 
decline in military POL shipping requirements, MSTS was engaged in a program 
of inactivation of its tankers consistent with the then current and anticipated 
Department of Defense needs. At this time, also, as reflected in your letter of 
July 28, 1949, a number of privately owned tankers were being laid up due to 
the receding commercial demand for tanker tonnage. Concurrent with the 
outbreak in Korea, the suddenly increased military requirements necessitated 
the withdrawal from the reserve fleets of Navy tankers previously inactivated. 
Similarly, the commercial demand for tankers increased radically. 

$y September 1950, military POL stocks in the Far East had reached a critical 
level and, despite the reactivation and operation of the Navy tankers, these were 
insufficient to meet the requirements of the situation. Accordingly, invitations 
were tendered to industry for charter offers. As a corollary of the increasing 
demand, tanker-charter rates in the commercial market at this time were 
spiraling, moving from an average of approximately USMC minus 30 percent, to 
as high as USMS plus 200 percent. A result of this was that the industry offered 
only two-thirds of the total tonnage needed by MSTS at rates considered by 

"S as reasonable. 

combination of excessive charter rates and the inability of MSTS to 
acquire sufficient American-flag tanker tonnage, at reasonable rates, to meet the 
military needs of the emergency, stimulated exploration of the ability to invoke 
the Government’s powers of requisition. As an alternative, the industry, through 
the good offices of the Maritime Administration, agreed to the formation of the 
voluntary tanker allocation pool by which tankers required by MSTS were made 
available by the pool participants on a rotational basis, at a fixed rate of USMO 
plus 25 percent. While fixtures at this rate no doubt during certain periods 
afforded considerably less return to the owners concerned than Was available in 
the open market at the time, the arrangement was generally regarded as more 
highly desirable than the requisition procedure. It is pertinent to remind you, 
also, that during this period (which coincides with a large portion of the interim 
between the dates of your two letters under reference) MSTS was under con- 
stant pressure to utilize Navy-owned tankers to the fullest extent possible, to 
minimize the burden on commercial owners, thus making the tankers of those 
owners available for more lucrative employment in other fields. 
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I must take issue with your statement that the contract operation of the 
tankers under discussion is an encroachment on private United States merchant 
shipping. These vessels have always been used solely for the movement of 
military POL and, when chartered tankers were obtained through the pool, 
MSTS was called upon to certify as to the military necessity of cargo scheduled 
for lifting in such pool tankers. The requirement for the present-day movement 
of POL is a military development growing out of postwar world tensions accen- 
tuated by the Korean conflict. It has been broadened by the necessities of supply- 
ing farflung military bases deemed essential for the preservation of our national 
security and established within the past few years as a result of these tensions. 
It has never formed part of a purely commercial movement and does not represent 
traffic which private operators exclusively handled at any time and of which 
they are now entirely deprived by the introduction of Government-owned tankers. 
On the contrary, as is demonstrated in the preceding paragraph, it was necessary 
that a voluntary tanker pool be formed to provide assistance to MSTS in such 
manner that participation in the lifting of this military POL would not prove 
unduly burdensome with respect to any individual private operator. I would 
not have this observation in any way construed as in derogation of the contribu- 
tion of the American tanker industry to the Korean war effort. Rather, it is 
to highlight the obvious fa«t that the viewpoint with respect to the encroachment 
on United States merchant shipping by the MSTS contract-operated tankers 
appears to be influenced largely by commercial market trends. As a matter of 
record, according to the latest Department of Commerce statistics available, 
during the calendar year 1952 the MSTS tankers lifted only 7.37 percent of the 
total of 31,921,850 short tons making up the combined commercial and Depart- 
ment of Defense movement of POL, transported in American-flag tankers. 

The mission of the Military Sea Transportation Service and the sole reason 
for its existence is to furnish ocean transportation to meet the shipping require- 
ments of the Department of Defense. To fulfill this mission, the Secretary 
of Defense has decreed that there must be under the control of MSTS a nucleus 
fleet composed of ships of suitable type and speed to meet the basic requirements 
as established by the Joint Chiefs of Staff. This nucleus fleet provides the 
best insurance, in view of the uncertainties of prevailing world conditions, 
against possible shortages or limitations of commercial shipping furnished 
on a voluntary basis and assures that there is in ready-operating status 
sufficient tonnage to lift the minimum essentials of vital supplies for the support 
of our forces in overseas areas. In keeping with the traditional policy of the 
Navy to support privately owned and operated American-flag shipping to the 
maximum extent practicable, and pursuant to the directives of the Secretary 
of Defense, I have made a consistent effort to maintain the size of the nucleus 
fleet to minimum needs so that utilization of commercial carriers to the greatest 
degree possible might be provided. 

The adjustment of the size of the nucleus tanker fleet must necessarily be 
conditioned upon sound planning with a view to the future. Although under 
present-day market conditions there is currently an excess of private-tanker 
tonnage, a comprehensive survey conducted within the Department of the Navy 
during the past year developed— 

(a) That there exists a serious deficiency in the capability of existing 
American-flag tanker tonnage to meet the needs of the national defense; 

(b) That while the total deadweight tonnage of the world tanker fleet had 
by 1953 increased by nearly 10 million tons since 1945, American-flag tonnage 
had decreased by approximately 4 million tons in the same period ; 

(c) That much of the increase in foreign-flag tonnage is the result of new 
construction, and as these fleets increase in tonnage, their tankers, on the 
average, become newer and more efficient. Meanwhile American-flag tankers, 
on the average, become older and less efficient ; 

(d@) That because so great a percentage of the American-flag fleet was built 
in and prior to 1945, the fleet is confronted with block obsolescence of inferior 
war-built tankers in the face cf competition from larger, faster, newer, and 
more efficient foreign-flag tankers that enjoy many labor and tax advantages 
not available to American operators. 

In the light of these findings, it is clear that while a portion of the MSTS 
contract-operated T—2’s might be replaced by tankers of the same type which 
the industry is now in a position to make available, and would afford a tem- 
porary means of relief to some few owners, this would contribute nothing toward 
correcting our known overall deficiencies. It would not improve the employment 
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possibilities for maritime labor, since the contract-operated tankers are at 
present manned by merchant marine personnel. 

The only practical means of providing the needed reserve potential is the 
construction of new tonnage. To that end, and for the purpose of encouraging 
such construction, I have recommended to the Secretary of the Navy that I 
be given authority to invite proposals from industry operators for the 10-year 
time charter of twenty 25,000 deadweight tons, 18-knot tankers to be built with 
private funds, in American shipyards, and of American registry, over the next 
2to4 years. The advantages of such a program are manifold. It would assist 
in holding intact an important segment of the shipbuilding capabilities of the 
Nation and in maintaining that level of steel production and employment in 
related industries so essential to our national economy and defense potential. 
It would make available large, fast, modern tankers in substitution for existing 
tonnage rapidly approaching obsolescence, and permit the establishment of a 
reserve of T-2 type tankers readily available for any national emergency. 
Finally, this program would provide for the inactivation of a substantial num- 
ber of the contract-operated tankers on an orderly basis and bring about 
extensive private industry participation in the military POL movement. Adop- 
tion of the foregoing will require congressional sanction, for which legislation 
has been introduced and on which, it is hoped, favorable action will be taken 
during the current session. 

i believe the foregoing demonstrates a sympathetic understanding by the 
Military Sea Transportation Service of the problems confronting the American 
tanker industry, and that the remedial measures outlined are calculated to best 
serve the interests of the Government. I am hopeful that you will concur in 
this view. 

Sincerely yours, 
F. C. DENEBRINK, 
Vice Admiral, USN, Commander, Military Sea Transportation Service. 


AMERICAN MERCHANT MARINE INSTITUTE, INC., 
New York, March 28, 1954. 
Vice Adm. F. C. DENEBRINK, 
Commander, Military Sea Transportation Service, 
Department of the Navy, Washington D. C. 

DeAR ADMIRAL DENEBRINK: This will acknowledge your letter of January 28, 
1954, refusing our latest request that action be initiated promptly to substitute 
the MSTS contract-operated tankers by the charter of privately owned, United 
States flag tankers. 

While our tanker members appreciate this full expression of your Views, 
there remains outstanding the fundamental proposition that the Government, 
as represented by MSTS, apparently plans to continue, for years to come, to 
perform a function that private industry can handle equally as well. In these 
circumstances we have no choice but to make out our case at the highest possible 
levels of authority, for we feel certain that our position is basically sound and is 
in line with the broad policies of this administration. 

Meanwhile we request the privilege of commenting on certain of the points 
contained in your letter: 


1. Contract tankers versus GAA freighters 


It is clear from your letter that entirely different criteria of service are applied 
respectively to the contract tankers and the GAA freighters. Viewed objectively, 
we cannot understand why this should be so. We realize that the tankers are 
in the custody of the Navy and that the Maritime Administration has no ad- 
ministrative interest in them, but in nearly all other respects, the operation of 
the contract tankers and the GAA freighters are parallel. Both are operated 
under agency agreements with private companies, with merchant marine per- 
sonnel, carrying Defense Department cargoes. However, under interdepart- 
mental policies, the GAA vessels are laid up when privately owned United 
States flag tonnage is available for short-term charter by MSTS. Over 100 
such GAA vessels were deactivated by the Maritime Administration during the 
last 6 months of 1953, yet when representations are made to MSTS that the 
same policy should prevail with respect to the contract tankers, it is determined 
that only by constructing new tankers can private operators replace the con- 
tract tankers which themselves are no newer than the tonnage our members can 
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immediately offer. At least 2 years would elapse before commercial vessels 
would thus replace Government tankers and, since the principle is conceded, 
there is no satisfactory explanation as to why the transition cannot take place 
immediately. 

Our members are not opposed to exploring the possibilities of undertaking 
new construction for MSTS charter, but they feel that their idle tonnage must 
be employed immediately, or it will have to be sold or scrapped. American com- 
panies with parts of their fleets laid up for lengthy periods can hardly be expected 
to look favorably toward multimillion dollar expenditures for new construction. 


2. Lay-up costs 

While not mentioned in your letter, we should like to observe, at this point, 
that there have been reports that the cost of laying up a MSTS tanker has been 
considered a factor in determining whether such vessels should be replaced by 
private tonnage. The GAA program is evidence in itself that this expense can 
be kept within reasonable limits and we believe that the employment of commer- 
cial tonnage in place of Government-owned vessels will result in many direct 
and indirect advanteges to the Federal Treasury. 

8. The tanker program during the Korean hostilities 

Your letter mentioned that industry offered only two-thirds of the total ton- 
nage needed by MSTS during the early days of the Korean hostilities before the 
voluntary tanker plan was initiated. There were a number of conditions which 
contributed to this so-called deficiency. Chief among them was the fact that 
the conflict happened suddenly and that the military’s petroleum requirements 
increased tremendously with little advance warning. Advance planning of 
quantitative vessel requirements is particularly important in connection with 
Defense Department cargoes since industry is called upon to provide the marginal 
tonnage needed by MSTS over and above that carried by the nucleus fleet. In 
peace or war, the nucleus fleet is steadily employed, while the privately owned 
ships absorb the impact of the military’s fluctuating requirements. Under these 
conditions, the fact that private owners initially were in position to furnish only 
two-thirds of the military’s needs is not, we believe, to their discredit. On the 
contrary, it should be noted that this condition prevailed only during the opening 
stage of the Korean conflict and, in the final analysis, private industry did furnish 
the military with adequate tanker tonnage. 

During war conditions there is seldom enough of any service or commodity 
and what is available is expensive. As further evidence of good faith, we wish 
to point out that when the tanker industry formed the voluntary tanker plan, 
through which MSTS’ tanker requirements were met during the Korean war, it 
did so at a very considerable loss in gross revenue. American tanker owners 
contributed tonnage through the voluntary plan under 1 of 2 conditions: (a) 
They offered a vessel at the plan rate (established by the Maritime Adminis- 
trator) which could have been chartered out on the commercial market at higher 
rates, (b) they offered a vessel at the plan rate and were obliged, in order to 
meet commercial requirements, to charter in a commercial vessel at the going 
commercial rate, higher than the plan rate. The administrators of the plan 
advise us that they estimate the total reduction in revenue arising from the 
aforementioned considerations amounted to about $35 million. 

Looking to the future, we believe that by replacing the contract tankers with 
commercial tonnage now available, there would be established a truer relation- 
ship between private owners and MSTS. As a customer in every sense, MSTS 
could then expect owners to take military requirements into account in their 
fleet planning and there would be less chance of unforeseen shortages occurring in 
the future. The desired new construction for MSTS charter could then go 
forward in an orderly fashion, which at the same time the Government-owned 
tankers in idle status would create a ready reserve for impact requirements. 


4. Deficiencies in the tanker fleet 


We feel that your arguments as to the quantitative and qualitative deficiencies 
of the American-flag tanker fleet are not directed to the question at issue. The 
fact remains that both in numbers and in quality of service the commercial car- 
riers are immediately able to undertake the work being carried out by the con- 
tract-operated tankers on at least an equal level. In fact, the overall efficiency 
of the American-flag tanker fleet has increased during postwar years as com- 
pared to the contract operated fleet. Similarly, your contention that some foreign 
countries may have been able to undertake new building programs in excess of 
our own has, in our view, nothing to do with the relationship between our tanker 
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members and the MSTS. Thus we return again to the basic, outstanding issue, 
that MSTS plans to continue performing a function which private industry can 
handle equally as well. 

You propose as a solution the construction of new tonnage, for long-term char- 
ter to MSTS as replacements for contract operated tankers. While we again 
assure you of our fullest cooperation in this respect, it is apparent that the im- 
plementation of the program will be encouraged by the full and immediate utili- 
zation of the excess tonnage now available, which can ultimately be replaced by 
the proposed long term new buildings. 

5. MSTS operations 


Judging from information recently made public, the size of the MSTS nucleus 
fleet has grown from the 206 vessels listed in the October 2, 1951, memorandum to 
255 vessels on December 1, 1953. This, if accurate, is cause for serious concern. 
We know of no other business in which the Government is established and ex- 
panding so rapidly nor of any other democratic countries in which the commercial 
merchant marine is deprived of access to the peacetime military tonnage move- 
ment. 

Such growth is difficult to reconcile in light of the stated policies of MSTS to 
utilize privately owned vessels to the maximum practicable extent, and in view 
of the excess of commercial tonnage available during the period of growth. We 
believe it is self-evident that MST'S itself should take immediate steps to rectify 
this condition. 

Yours very truly, 
WALTER E. MALONEY, President. 

Mr. Auuen of California. Mr. Stuart. 

Mr. Sravunrrt. Yes, sir. 

Mr. Auten of California. Mr. Stuart, will you identify yourself 
for the purposes of the record ¢ 

If the two gentlemen with you are going to enter into the testimony, 
I would suggest they identify themselves, too. 


STATEMENT OF JAMES B. STUART, PRESIDENT OF THE AMERICAN 
TRAMP SHIPOWNERS ASSOCIATION, INC., ACCOMPANIED BY 
MARVIN COLES, COUNSEL, AMERICAN TRAMP SHIPOWNERS 
ASSOCIATION, INC., AND J. C. ANDERSON, SECRETARY, AMERI- 
CAN TRAMP SHIPOWNERS ASSOCIATION, INC. 


Mr. Sruart. Very good, sir. 

My name is James B. Stuart, and I appear today as the president of 
the American Tramp Shipowners Association, Inc. 

Mr. Coles is counsel for the association. 

Do a want to identify yourself, Marvin? 

Mr. Corrs. My name is Marvin Coles. I am an attorney and I am 
counsel for the American Tramp Shipowners Association. 

Mr. Sruarr. Mr. Anderson. 

Mr. Anperson. My name is J. C. Anderson. I am secretary of the 
American Tramp Shipowners Association. 

Mr. Auien of California. Mr. Stuart, I want to express apprecia- 
tion of the committee for the early submission of your statement and 
the opportunity that the counsel and the members have had to go over 

it somewhat. 

I might say also Mr. Coles didn’t need to identify himself too 
thoroughly before this committee. 

Mr. Cours. Thank you. 

Mr. AuueNn of California. Will you proceed with your statement, 
Mr. Stuart. 

Mr. Srvuarr. Surely. 
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The American Tramp Shipowners Association, Inc., is composed of 
most of the American operators of vessels engaged in the so-called 
tramp trades. 

At the outset, I should like to describe what we mean by a tramp 
vessel, discuss the present plight of the American tramp fleet, and 
then go on to discuss the relationship of our tramp fleet to the Military 
Sea Transport Service. 

Most legislation which has come before this committee has, 1 believe, 
related primarily to liner-type vessels. By liner- or berth-type vessels, 
I mean those aisathadtins passenger, freight, or combination 
freight and passenger—which operate on regular schedules over 
regular routes. Unlike the liner vessel, tramp ships operate to and 
from any ports, and at any time that business offers the tramp ship 
operates wherever and whenever it obtains cargo to carry. 

Unlike the liner vessel, tramp ships have no tariff rates and no 
conference privileges. 

Tramp ships are not eligible for operating subsidies under the 
Merchant Marine Act of 1936. 

Instead of carrying many different types of cargo for many ship- 
pers or consignees, tramp vessels usually carry only one—or at the 
most a few kinds of cargoes—on any one voyage, and usually have 
only 1 shipper and 1 consignee. 

Our tramp vessels are usually chartered on a voyage or on a time- 
charter basis. On a voyage charger, the shipper of cargo will rent 
the services of a tramp vessel to carry the particular cargo, at a par- 
ticular time, from and to specified ports. The voyage charterer will 
pay usually a lump sum for the carriage. On a time charter, on the 
other hand, our vessels are rented to someone who needs their services 
for a specified period of time, and the charterer then determines to 
what use they shall be put during the period of this charter. 

The rates of charter here are fixed, both on voyage and time basis, 
in a free auction system, with the elementary laws of supply and de- 
mand fixing the price at which the charters are made. 

Up to this point I have tried to give you gentlemen an idea of the 
difference between a tramp vessel and a liner vessel and how we operate 
the time charter and the voyage charter under which our vessels 
usually are chartered. 

For cargoes which are susceptible to movement by tramp ship, 
which can be shipped in large volume and with speed of delivery not 
essential, a tramp ship-is the cheapest form of oceangoing water 
transportation. For the large volume shipper, this would include 
MSTS, charter of a tramp ship is, in many cases, the cheapest. possible 
means of carrying the cargo. 

The American-flag tramp fleet consists of between 120 and 140 
Liberty-type dry-cargo vessels, 

I might add the discrepancy in this figure is caused by the question 
whether to include in the total tramp fleet certain vessels which are 
used partly in tramp service and partly in liner service. 

In this connection, I might also add that it is the type of service 
rather than the type of vessel which basically determines whether a 
vessel should be called a liner ship or a tramp ship. 

Unfortunately, at this time over 100 of these American-flag tramp 
vessels are in a lay-up for lack of available employment. 
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The tramp fleet represents a reservoir from which shippers, ship- 
owners, and the Government can draw vessels for their heeds over and 
above those of their own tonnage. The business available to the 
American-flag tramp ship consists only of three sources: 

1) Under the time and voyage charter to MSTS; 

2) In the carriage of cargoes limited to American ’ships under 
the 50-50 division of the foreign relief and rehabilitation 
statutes; and 

(3) A small number of voyages under charter to operators in 
the domestic trades. 

The American tramp vessels receive no operating subsidy aid of 
any kind from the Government of the United States. Under the 
existing law they are not eligible for subsidy as the Merchant Marine 
Act of 1936 limits operating subsidy to liner- -type operation by speci- 
fying that a subsidized vessel be used on a “servi ice, route, or line.” 

Now, today the American tramp operators are confronted with a 
very serious situation. We can’t compete in the world market be- 
cause the foreign tramp operates at one-third the cost of a similar 
American tramp vessel. 

Over 100 American-flag tramp vessels are now in lay-up for lack 
of business. Of the vessels which are operating, I believe, that it can 
be safely stated that all are being operated at severe financial losses. 

Why cannot American-flag tramp vessels exist under present condi- 
tions when foreign-flag tramp fleets are in operation throughout the 
world ? 

The answer is simply that our comparative costs make it impossible 
for American tramps to compete in the world market. 

To operate an American Liberty-type ship in the tramp trades to- 
day requires a monthly wage bill of approximately $23,681. To 
operate the identical type ship in competition with an American 
vessel in the identical trades costs a British-flag ship only $5,600 a 
month for wage costs; a Norwegian Liberty vessel has about the 
same wage cost; an Italian Liberty ship’s bill is about $5,500 a month; 
and a Greek Liberty ship about $7,000 a month. 

Our inability to compete in the free tramp market can be seen from 
the fact that the monthly wage costs of an American tramp ship alone 
exceed the charter hire that a competing foreign-flag Liberty vessel 
receives in the world market today. 

In addition to our labor cost disadvantage, we have other cost dis- 
advantages which make it completely impossible for us to compete 
in the world market. As a result, any cargoes free to be shipped on 
foreign- or American-flag vessels go almost without exception on the 
foreign-flag ships. 

Even if the American shipper of a free cargo wishes to use an 
American vessel, it is economically impossible for him to do so, as the 
necessary higher transportation charge on American tramp vessels 
yee preclude his competing with similar cé irgo shipped on foreign- 

flag vessels by his competitors. 

This can be contrasted to liner type operations under which con- 
ference rates put the cost of shipping on an American vessel no higher. 
than on a competing foreign ship, ‘and these permit American ship- 
pers to favor American-flagships without incurring any cost or 
competitive disadvantage. 
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As a result of this cost factor, American-flag tramp ships are limited 
to carrying cargoes in the market restricted only to American flag- 
ships. As I indicated previously, this American market consists of 
three types of cargoes: 

(1) A small number of charters of tramp vessels to liner operators 
in the domestic trades; 

(2) The 50 percent of foreign relief cargoes which were required 
by law to be moved on American vessels. 

At the present time, this relief cargo has dropped to a minimum. 
During 1947 approximately 51 million tons of relief coal and grain 
moved from the United States to Europe. This represented approxi- 
mately 5,400 cargoes. By the last half of 1952, such cargoes available 
to all tramp ships amounted to only 1,600,000 tons, requiring less than 
50 ships for all such cargo to be carried, and thus gave employment 
to only about 25 American-flag tramps. Today these 50-50 cargoes 
are very small in number and amount. 

And (3)—and this is the principal one, of course—MSTS 
requirements. 

The only major opportunity of employment for the American-flag 
tramp ship during the past year has been under charter to MSTS. 

With the falling off of foreign aid, curtailed MSTS requirements, 
and little intercoastal business, our tramp fleet is facing a battle for 
its very existence today. 

We have approximately a hundred of a total fleet of some 120 ves- 
sels that are in lay-up. 

At one time last year about 120 vessels were under charter to MSTS, 
most of them being ships owned by members of our association; but, 
as Admiral Denebrink pointed out in his testimony before this sub- 
committee several weeks ago, he at that time had only 23 Liberty-type 
vessels still under MSTS charter, and I believe that some of these 
have been returned since that time. 

As you will see from what I have just stated, MSTS has been the 
principal customer of the American-flag fleet. With this contraction 
of the use of our vessels by MSTS has come the resultant wholesale 
lay-up of our fleet. At the present time, not only is there no sub 
stantial business except MSTS charter for American-flag tramp ves- 
sels, but there is no foreseeable probability, short of our Nation’s in- 
volvement in war, of any such business developing. 

Because of this background, our membership is intensely interested 
in MSTS, its policies, and this subcommittee’s studies regarding 
MSTS policies. 

The needs of MSTS and of the tramp owners are closely related. 
Not only does the American tramp operator need MSTS, but MSTS 
needs the American-flag tramp ship fleet. 

We need the business supplied by MSTS if any substantial number 
of tramp ships are to be continued under the American flag. MSTS, 
on the other hand, needs the tramp fleet if they are to have a ready 
reserve for their requirements. 

That is not my statement alone, but I would like to quote a state- 
ment made by Admiral Wilson, who was then Deputy Commander 
and Chief of Staff of MSTS, when he stated on May 14, 1953: 

However, although the practice of using regularly scheduled berth vessels 
has certain advantages, such as providing an effective means of moving less- 
than-shipload lots into areas where the normal volume of shipments is low and 
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does not require extensive overhead expense to the Government, it also has 
disadvantages, from a military point of view, because it does not allow the flexi- 
bility of movement, diversion, and adjustability needed to meet variable and 
constantly changing military situations. Therefore, the composition of the 
United States merchant fleet in peacetime should comprise vessels of both berth 
and tramp service, the former providing regularly scheduled sailings and the 
latter providing the flexibility required for military needs. 

Admiral Denebrink gave his expert opinion on the necessity of the 
tramp fleet when he stated on December 30, 1953: 

There is no question that the American tramp fleet is a source of Ready Reserve 
for the American military shipping requirements and a supplement to the es- 
tablished American berth lines. 

In short, the needs of MSTS and of the tramp owners are closely 
interrelated. We need the business supplied by MSTS if any sub- 
stantial number of tramp ships are to be continued under the American 
flag. MSTS in turn needs the tramp fleet if they are to have a ready 
reserve for their requirements 

[ might add here that I don’t know of any Government official, Gov- 
ernment agency, any committee of Congress or the Senate that has 
not come out and strongly spoken in favor of the American tramp 
fleet, and the only unfortunate thing is that we are all talking about 
it but nothing to date has really constructively been done for the tramp 
fleet. 

Mr. AuLEN of California. With the exception of the 50 percent pro- 
vision for various cargoes. 

Mr. Srvuarr. That is very true, Mr. Allen, but that has been done 
in a sort of piecemeal fashion with every bit of aid that comes up, 
and we try to get that 50-50 provision in. 

Mr. Suetiey. And if the legislation henceforth goes to Agriculture 
Committee instead of Foreign Affairs, it is a question of whether it 
will be done at all. 

Mr. Sruarr. To continue, the program which we have to suggest 
regarding MSTS is one which we think will be to their benefit as well 
as to ours, as it will enable us to retain a nucleus of privately owned 
American-flag tramp ships in operation, which ships would be avail- 
able to the military on a priority basis whenever needed. 

I might add here: Let’s not confuse “nucleus” with the nucleus 
fleet we speak of when we are speaking of MSTS. I am speaking of 
a nucleus tramp fleet, which is completely independent of the nucleus 
leet that we heard testified to before. 

It would be unfair for us to make our suggestions in the spirit of 
criticism, for we feel that when all the accounts are computed MSTS 
has done an excellent job to date. 

Admiral Denebrink and his predecessor, Admiral Callaghan, should 
be congratulated because they have truly done a magnificent job with 
MSTS. 

Cargoes had to be lifted in the Korean emergency. MSTS did the 
job efficiently and well. 

When the emergency needs were over, Admiral Denebrink saw to 
the return to layup of most Government-owned vessels. 

As Admiral Denebrink’s testimony has pointed out, they have used 
large numbers of privately owned vessels engaged in both berth serv- 
ice and tramp service. 
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But, while we have praise rather than criticism for the past. activi- 
ties of MSTS, we feel that qualifications of the past are no longer ap- 
plicable to the chi anged conditions of today and of the foresee: ible fu- 
ture. Our suggestions are made against today’s bac kground of a rap- 
idly starving Ame ‘rican tramp fleet, under present circumstances, can 
exist for only a few more months. 

Our tramp ships are barred from world market by economic forces. 
The cargoes restricted to American tramp vessels have diminished to 
almost nothing. Our ships are in layup. Economic forces and bank- 
ruptey will have all of our ships shortly off the seas. 

Our problem today is: What can and what should MSTS properly 
do to preserve this fleet ? 

Our basic suggestion is for MSTS to use privately owned American 
tramp vessels to replace the service rendered by Government-owned 
ships. When MSTS had huge quantities of cargo to move each month, 
(jovernment-owned ships were necessary to supplement the available 
privately owned ships. Today, however, there is no reason for the 
continuance of a practice whic h ean no longer be justified by military 
needs or ot herwise. 

Our basic position is that we should not be required to meet the com- 
petition of the Government-owned ships. We believe that Govern- 
ment-owned ships should not be permitted to carry any cargo for 
MSTS which could be carried by available privately owned vessels. 

We understand that MSTS policy has set up a precedence list under 
which cargoes are allocated. Shipments first go to MSTS nucleus 
fleet, then to the berth liner, then to the privately owned tramp ships, 
and finally to Government- owned vessels obtained from NSA. 

The last figures which are available to us show that in January 1954 
MSTS cargoes moved approximately as follows: 

(1) Approximately 100,000 tons moved on the MSTS nucleus 
fleet ; 

(2) Approximately 400,000 tons were carried on American 
berth liners ; 

(3) Approximately 150,000 tons were carried on NSA vessels. 

Please note that the total carriage on Government-owned nucleus 
fleet and Government-owned NSA ships totaled more than that car- 
ried on American flag privately owned tramp ships. I would assume 
that the same situation exists today. 

The curtailment in MSTS activities has had its greatest impact on 
the tramp fleet. With each reduction in carriage by MSTS, there has 
been a greater than proportionate reduction in the number of tramp 
vessels employed. As the trainp vesse ‘Is come after the berth liners 
and nucleus fleet in the MSTS order of preference, they are the first 
to be cut back when MSTS carryings are reduced, and they bear the 
majority of such cutbacks with each reduction. Asa practical matter, 
the tramps even come after the NSA vessels 

We feel that placing the greatest part of the cutback by MSTS on 
the tramp fleet is unwarranted and that efforts should be made to 
retain a fairer proportion of tramp vessels during times of MSTS 
reductions. 

We contend that continuance of the practice of using Government 
owned vessels is not warranted. On the nucleus ships I presume it 
can be said that they are available, and therefore should be used. 
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This approach completely ignores the fact that use of the nucleus 
ships to carry cargoes results in requiring the layup of privately 
owned American ships. In other words, while use of nucleus vessels 
might be argued to be proper because of their availability, certainly 
such use is completely unfair in light of the adverse effect which it 
has upon the private owner. 

Admiral Denebrink pointed out in his testimony that MSTS had 
from NSA 33 vessels, of which 19 were Mariner-type vessels, 8 Vic- 
tory-type vessels, and 6 CI-MAVI-type ships. 

The rationale for using the Mariner ships is that they should be 
tested during the 6 month’s builder’s guaranty. 

For the Victory ships, we are informed that the rationale for their 
use is that they are prepared for operation in icy waters. 

Basic reason for using the CI-MAVI ships is said to be for use in 
the Western Pacific shuttle service. 

We strongly feel that all of these vessels should be returned to NSA 
immediately, as the reasons given do not justify the injury which 
their use does to the private tramp operators. 

Please remember that these vessels are competing directly with our 
private-owned tramps. 

Is it fair and proper that the tramp owners should suffer by the 
desire to test the Mariner ships? 

Should the Victory vessels be kept in ——— with the privately 
owned vessels when many owners would be very glad to prepare their 
ships for icy operations if offered suitable terms of charter? 

Can the use of CI-MAVI’s in the shuttle service be justified when 
privately owned Liberty vessels could be used instead ¢ 

We believe that all these questions must be answered in the negative. 

We believe that the plan of private ownership and operation of 
the American merchant marine requires under present circumstances 
that the use of Government-owned vessels by MSTS in competition 
with the private ships be discontinued immediately. 

We respectfully urge that Congress reaffirm the policy which it 
has previously established of fostering a privately owned American 
merchant fleet. In accordance with that policy, we respectfully sug- 
gest that MSTS be required to discontinue the carriage of cargoes 
on Government-owned vessels at times of shipping surplus such as 
today. 

We further respectfully submit that if the Nation wishes to retain 
the privately owned fleet, it is impossible to do so by competition 
with it directly through the use of Government-owned ships for a 
major part of the limited market available to American flag vessels. 

We will cooperate in every way possible in arriving at this ch: ange- 
over to the use of privately owned vessels. 

All the vessels of our members are available to MSTS. Should 
MSTS wish to go into the open market, vessels can be obtained at 
exceedingly low rates; or, should MSTS so desire, we will enter 
into a ooling arrangement with them to provide their needs at a fixed 
rate sohisdubs: 

Several owners have indicated they would be willing to charter 
their vessels to MSTS at an exact break-even rate, rather than 
permit them to rot in lay-up. Others have made the same offer in 
order to avoid bankruptcy which is imminent to many. 
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In short, we will do everything possible to cooperate with MSTS 
in reaching our objective of utilizing privately owned vessels rather 
than Government ships. 

Several of our members have asked that I invite the committee’s 
attention to the need for certain changes in the present charter poli- 
cies of MSTS. 

Many of our members believe that a competitive bid system should 
be required under which MSTS would set the number of vessels it 
needed, and the low bidders equal to that number of ships would be 
given the charter contracts. 

We further believe that MSTS should use the commercial form of 
charter rather than the special form which it has devised. The reason 
for this is that MSTS has imposed various restrictions, costly to 
shipowners, as compared with the commercial form of charter. 

ther members have asked that we ask MSTS to expedite payment 
of charter hire to coincide with commercial operation and to avoid the 
delays which are involved in receiving payment under MSTS charter 

Our membership is unanimous in “asking that the present MSTS 
charter which provides for a definite term, but gives MSTS an option 
to extend for an additional term, be discontinued. Under typical 
MSTS practice MSTS will only charter for a fixed term usually of 
4 months; MSTS will, however, have the right to extend the aot 
for an additional 4-month period at the same rate. In commercial 
practice, this type of option is rare, if not completely nonexistent. 
The option is most onerous to owners, in that they cannot plan ahead 
for the use of their vessels. 

I do not believe that there is any room for argument as to the allo- 
cation of cargo as between private-owned berth and private-owned 
tramps. Ordinarily, commercial practice channels cargoes in berth 
ships or tramp vessels, depending on which is the cheapest, for the 
service required. We suggest that the same practice be followed 
by MSTS, rather than giving arbitrary preference for berth vessels 
over tramp carriage. 

We suggest that MSTS treat the berth liners and the tramp vessels 
in the same maner as in commercial practice. 

Our suggestion in this connection is basically that MSTS use pri- 
vately owned vessels, but set up its operations in accordance with the 
commercial principle of using that type of ship which offers the 
greatest economy In per forming the carriage required. 

One of the charts that Admiral Denebrink produced here showed 
that during the first part of fiscal 1954 only 14 percent of the available 
dry cargo went on MSTS nucleus vessels while time charters carried 
22.9 percent and berth vessels 46.6 percent. If you compare this with 
the admiral’s chart for January 1954, you will note that the nucleus 
fleet carried 19 percent; berth vessels, 55 percent; and time and 
voyage charters, 19 percent. 

This was in accordance with the admiral’s stated policy to reduce 
the nucleus fleet and time-chartered vessels; but, to show the damages 
to the tramp industry, it can readily be seen that the cargo carried 
by the nucleus fleet was equal to the tonnage carried by the tramps, 
tonnage that we badly needed. 

In addition, in the carrying out of the policy to support berth liner 
vessels ahead of tramps, we note the increasing drop in the number 
of tramp vessels on charter as borne out by the admiral’s chart. 
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This is further brought out in the cost figures for fiscal 1953 sub- 
mitted by the admiral, which shows $82,451,/21 paid privately owned 
time and voyage cargo ships, while the berth operators received 
$132,313,689 under shipping contracts and an additional $39,513,175 
under bills of lading, or a total of nearly $172 million, a ratio of over 
2 to 1, and it must be remembered that a good number of the privately 
owned chartered vessels were vessels owned by these berth operators, 
all this in addition to a subsidy paid many of them by the Government, 
while not one tramp vessel has ever received one cent of subsidy. 

The magnitude of how much berth operators received can be gleaned 
from the fact that approximately 24 American companies have ship- 
ping contracts worldwide with MSTS, which means that divided 
equally among these lines each would receive almost. $7,250,000 per 
company. This does not include the money paid berth operators for 
their time-chartered vessels with MSTS during this period. 

Further we noted that Representative Bonner questioned the pos- 
sibility of tying up MSTS with too many time-chartered vessels and 
the admiral’s statement that time charters were reduced from 200 to 
34. All this is well and good. None of 1 us, espec ially the t taxpayers, 
want to see idle vessels, but we submit that it is not necessary to time 
charter vessels simply to aid the tramps over and above those actually 
required, but tramp ships accepted on voyage charters make the speci- 
fic lift required and then go off charter. They do not idly continue 
at Government expense. 

In accordance with the priority established by a joint directive be- 
tween Secretary of Defense and Secretary of Commerce in 1951 MSTS 

cargo is to be distributed as testified by Admiral Denebrink in the 
followi ing order: 

No. 1, MSTS nucleus fleet 

No. 2, berth or liner vessels; 

No. 3, time charters; 

No. 4, GAA: and 

No. 5, foreign flag. 

While we recognize the concern of many for support of berth ves- 
sels, we submit that economically this poliey does not take into con- 
sideration the huge sums of money that can be saved annually by the 
astute use of voyage charters. The berth operators do give the mili- 
tary reduced rates in almost all trade routes, but because of their 
necessary operating overhead they are limited in the reduction of their 
rates. It is a well-known fact that a tramp vessel can almost always 
operate ona cheaper budget. 

We believe sincerely that this policy does not take into considera- 
tion the maximum economy that can be achieved by MSTS. To 
illustrate, the berth rate to the Bordeaux-Hamburg range from east- 
coast ports is 3914 cents per eubic feet for general cargo, vehicles 
5514 cents and guns 70 cents, with a 10 percent reduction over 3,000 
tons and a 20 percent reduction over 5,000 tons, This comes to » ap- 
proximately $15.80 per ton for general cargo, $22.30 for vehicles, and 
$28 per ton for unboxed guns. Assuming a berth line vessel at New 
York loads 8,500 tons, of which 6,000 is a general cargo and 2,500 is 
velricles, the cost to move this shipment to Europe by berth vessels 
is approximately $84,000 for the 6,000 tons of general and $53,000 for 
the vehicles—a net cost of $137,000. 
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This rate insofar as berth is concerned appears reasonable as it 
would cost a commercial shipper considerably more for the move- 
ment of this tonnage. However, if this same amount of cargo was 
moved on a tramp ship voyage charter, the cost would amount to a 
maximum of about $80,000. This same factor appears in almost all 
trade routes. 

In short, what we are saying is that if the armed services and MSTS 
consolidated their cargoes whenever possible into lots of 5,000 tons 
or more, we could offer them tramp vessels on voyage charters. That 
would result in greater economy for MSTS and the Government. 

It would be much more economical for instance to voyage charter 
a vessel to pick up 3,000 tons at New York and another 4,000 at New 
Orleans for discharge in the European range than to individually 
ship these two tonnages on berth liners. 

We recognize the fact that the advantage of berth is in the use of 
fixed schedules, and we have no argument on tonnages in the nature of 
anything less than 5,000 tons. We believe the whole spirit of berth 
vessels is the picking up of freight in less-than-shipload quantities, 
especially as it is not economical ‘to charter for tonn: iges below 5,000. 
However, if the armed services are to achieve a maximum of economy, 
certainly overseas cargo can and should be consolidated whenever pos- 
sible, much the same as the Army and Navy do when inland cargo is 
consolidated into carload lots rather than moved individually by the 
more expensive less-than-carload shipment. 

We submit that the present policy does not allow free reign for 
MSTS to accomplish that end, that the present policy favors by far 
the berth operator. The admiral further testified that the nucleus 
fleet was necessary in the carrying of dependents’ vehicles and also that 
the berth operators were reluctant to carry vehicles because of the 
poor revenues from this type of cargo. 

We submit that, No. 1, we should be glad to false deck our vessels 
for the carriage of vehicles and that we can receive compensatory 
rates and still move this type of cargo for the military and at consider- 
ably less than the rate charged by the berth operators. 

We recognize the fact that in certain cases the shipping contract 
rates are not remunerative for berth operators in the carriage of ve- 
hicles, but this does not mean the rates are not remunerative to char- 
tering tramp vessels on voyage charters. 

Further, we sincerely believe that if legislation were enacted to allow 
the direct payment for shipping dependent vehicles to commercial con- 
cerns we could move these vehicles by tramp voyage charters at rates 
that would save MSTS considerable money and allow this service to 
lay up additional cargo vessels that do little else but carry dependent 
vehicles. 

The tramp vessels are the workhorses of the world trade routes. Our 
overhead and our organizations are necessarily small and we can offer 
the shipper lower rates if cargoes are consolidated. 

We feel that the present priority policy of MSTS should be amended 
to allow MSTS maximum leeway in the use of tramp voyage charters, 
whenever this means will achieve a greater economy than the use of 
berth vessels. 

We emphasize again that the berth operator today not only benefits 
most by the present policy, but also competes with us on the little bit of 
time charter business left and in addition, with certain exceptions, 
receives a subsidy. 
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In short, all the Government aid seems directed to this operator, 
and yet we believe that analyzed properly the tramp industry can play 
an economical and important part in the movement of military cargoes. 
The fact that, as the admiral testified, the berth receives 75 percent 
of the available cargo certainly leaves a minute part for the tramp 
industry. 

We believe that the present policy should be reexamined and changed 
to allow the use of greater economy by MSTS and we feel that the 
greater use of our vessels will enable us to replace these older vessels 
with newer and faster tonnage, new ships that will provide our 
merchant fleet with needed replacements and ships that will serve 
as a great potential reserve for the military. 

It seems to us that the admiral—I am referring to Admiral Dene- 
brink—and almost everyone else were particularly happy that the 
time-chartered fleet would number only 22 in April; yet, he stated 8 
GAA Victory ships were needed in a North Atlantic run and we are 
sure that we could adequately replace these vessels. To point out 
economy by the media of dropping time-chartered vessels is well and 
good, but certainly if economy is the watchword let’s really achieve 
this end by changing a policy that favors only one segment of 
industry. 

There are those who would eliminate the tramps, even though we can 
offer economy. They contend that there is little, if any, place in the 
American merchant marine for this type of operation. Certainly 
new tramp companies sprang up after World War II, but also many 
new berth operators sprang forth, particularly in the Pacific theater. 

We believe that as important as berth vessels are to the American 
merchant marine, so very important to this same merchant marine 
are the tramps. 

Must we sit and watch one segment of the merchant marine triumph 
over another and wipe from the seven seas the plodding tramp ? 

The reserve potential of the tramp is extremely valuable. 

Must we face another emergency some day, somewhere, by breaking 
out of the mothball fleet laid-up vessels at costs that are phenomenal ? 

Cannot all of us here, including the good admiral, foresee the need 
to keep a potential fleet handy, a fleet that can be kept active, strangely, 
by giving the taxpayer economy ? 

In closing, we would like to emphasize that, while we do not receive 
the recognition of the berth liners, we do want to help MSTS; we 
feel it is an important and good organization and we recognize the 
importance of the berth vessels. 

We want to stand together as a family, the American merchant 
marine family, united, to offer the United States taxpayer a strong 
merchant fleet made up of berth and tramp vessels. 

We plead that our service should not be excluded but, rather, it 
should be included by the use of astute shipment of cargoes overseas. 

In conclusion, I would like to briefly summarize our position as inde- 
pendent private owners who receive no subsidy aid from the Gov- 
ernment. ; 

We feel that we should not be faced with the competition of Gov- 
ernment-owned vessels in a period such as the present. 

Our basic request is that MSTS be required to ship in privately 
owned vessels those cargoes which are presently carried in Government- 
owned ships. 
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Once the plan of utilizing the private-owned, rather than the Gov- 
ernment-owned, fleet is established, we further respectfully request 
that the division of cargo between the various types of private-owned 
ships be on that basis which is most economical to the Government. 

Mr. Auten of California. Thank you, Mr. Stuart. 

Are there questions ¢ 

Mr. Ray. Could you state for the record the number of vessels repre- 
sented by your association / 

Mr. Sruarr. The exact number is pretty hard to say. I know that 
we represent the great majority of the industry. 

Andy, do you think we have an exact number of ships? 

Mr. Anperson. The last tabulation we took off—the membership of 
the association comprised sixty-odd owning companies. While all of 
the ships in their ownership were not registered with our association, 
we established an ownership of over 100 vessels, with our membership. 

Mr. Ray. How far toward renewed operation of tramp ships now idle 
would you move if your suggestions were to be adopted ? 

Mr. Sruarr. Would you please repeat the question 

Mr. Ray. How far toward renewed o per: ition of prese tly idle tr: mp 
ships would you move if your recommendations could be adopted ¢ 

Mr. Srvarr. I would say the greatest portion of our fleet would be in 
operation again. 

If we eliminated the nucleus fleet which carried more in conjunction 
with the NSA vessels than the entire tramp fleet during the month of 
January, I believe it was, and then, too, if we adopted our suggestions 
as to the preferenc e list and put it on the basis of what privately owned 
vessel, whether it is berth or whether it is tramp, could deliver the 
service most economically, I am sure that all the tramp vessels would 
be in operation today. 

Mr. Ray. That is all, Mr. Chairman. 

Mr. Aten of California. Mr. Bonner. 

Mr. Bonner. I have no questions. 

Mr. Auten of California. Mr. Shelley. 

Mr. Suettey. The vessels represented by your association are mostly 
Liberties ? 

Mr. Sruarrt. Oh, yes. 

Mr. Suextey. Practically all of them? 

Mr. Stuart. Practically all of them. In fact, I don’t know of any 
that is not a Liberty. 

Mr. Suetiey. Just the ordinary Liberty dry-cargo vessel or bulk 

vessel—are any of them equipped for reefer operation ? 

Mr. Srvarr. I don’t think any of them are equipped for reefer 
operations. 

There are certain types of operations that we are not equipped for; 
but if we thought that we could come to some terms with MSTS, that 
they could use our vessels, we would make investment in the vessel to 
make sure we would equip them for particular service. 

Mr. Swezey. In your experience, is it your opinion that a goodly 
amount of cargo handled by MSTS for the various military depart- 
ments is of a type and nature that can be handled in a Liberty vessel 
and adequately handled to meet the military needs, say, of the present 
situation ? 

Mr. Srvart. We did it during the last war and our chief customer 
has been MSTS. We have been serving their needs right along. 
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So, there has never been a question that we aren’t equipped to do it. 
We are ready, willing, and able. 

Mr. Sweviey. The association, as such, may be equipped when 
called upon, but I am saying the type of vessel you operate—— 

Mr. Stuart. Yes. 

Mr. SuHetitey. We have had so much discussion about the Mariner, 
and the Mariner is a fine ship, but it is only good for the military, 
and the private operator feels it is too expensive, and there are other 
criticisms he makes of it, but the military thinks it is a terrific ship; 
in turn, a lot of private operators think the Liberty meets their re- 
quirements for general trade operations, but the military feels those 
vessels don’t meet their need. 

What I am getting at is: In you experience, does the type of vessel 
you operate fulfill the need or can it fulfill the need when you are 
ealled upon ? 

Mr. Srvart. I would say so, generally. 

Now, there may be specific instances where the military may have 
need for a particular type vessel, with a specific boom, let’s say, but 
that is not the average situation. That is the exception one makes to 
the rule; but, generally speaking, we can fulfill the need of the mili- 
tary. We have done so in the past and I am certain we can do so 
in the future. 

As T say, there are exceptional circumstances, exceptional cases, but 
T don’t believe that is the general run of the situation. 

There are unusual situations. 

Speed is certainly not an essential today. The argument that the 
Mariner, for instance, is a faster vessel than the Liberty and Victory 
is not important today. 

Generally speaking, I would stick to that and say we can fulfill 
the needs of the military. 

Mr. Sreitiey. That is all. 

Mr. Auten of California. Mr. Stuart, there is one question I have 
been trying to get information on. You mention using the type of 
ship which can carry the cargo most economically for the Government. 
It would be true in regard to many cargoes that whatever when in a 
tramp would be cargo that a berth line could have carried either 
are or ina big lot. Having in mind the Government subsidized 
the berth lines, and it is a natural policy to keep certain trade-route 
tonnage, and that the more cargo they get, the more their profit and 
the greater the recapture by the Government of the subsidies that 
might be paid, just how do you determine it is the cheapest for the 
Government ? 

Mr. Srvarr. Well, let’s put it this way, Congressman Allen: While 
it is true if the subsidized line makes more profit, the recapture 
aspect of the subsidies comes into play; but if we stop and consider 
for a moment that our operation is so much cheaper, I dare say that 
any profit that may result to the Government in the way of economy 
will be more than overcome by the cheaper transportation in the first 
place. 

In other words, to illustrate this, we have a breakdown of a typical 
voyage on the Bordeaux-Hamburg range from east-coast ports, and 
it comes out, to be carried on a berth liner, to $137,000—these aren’t 
figures out of the air: these are actual facts—and a tramp carrying 
the same cargo, same distance, same conditions, and everything, would 


~~ 
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carry it for a maximum of about $80,000, that is, a voyage-charter 
basis, a $57,000 difference. 

Mr. Aten of California. You took that cargo in the tramp. Would 
it not, be true that the same voyage or the voyage at the same time 
on the berth line might not be one at a loss? 

Mr. Stuart. I don’t know what the answer would be to that, Con- 
gressman Allen. 

We have a tramp fleet. Everybody says it is important. It is con- 
sidered the fourth arm of defense. We have been forced to make 
application for transfer of flag for a portion of the fleet to try to 
save and salvage whatever we could. It is a serious situation. 

When the Merchant Marine Act of 1936 was enacted, there was no 
tramp fleet in existence. The recommendation was made in that 
act that a study be made of the tramp fleet from the standpoint of 
seeing if it was important to the industry. 

Since that time reports have come out time and again stating that 

he tramp fleet is extremely import: int. 

1 hesitate to use the term “to give a new look to the American 
merchant marine,” but I would certainly advocate giving a new look 
at the merchant marine picture. 

Let’s find out exactly what we are going to do about the tramp fleet. 

Mr. Auten of California. I don’t mean . imply that I don’t agree 
that the tramp fleet is extremely essential, but 1 am trying to find an 
answer that is a little more general than just the relative cost because 
I do believe, from what we have learned so far, from the other testi 
mony and yours as well, that you can say, “If you put the cargo into 
one area of transportation, you don’t put the other side out of | 
ness. 

Mr. Srvarr. Yes. Let me—— 

Mr. Auuen of California. We need both sides, but 

Mr. Stuart. That is a very interesting question you point up, Cor 
gressman. 

Let’s take the first thing first. I mean if we start out on the premise 
that. the tramp fleet is part of the merchant marine and an essential 
part of it, if we start out on that premise and that it has its place in 
that merchant marine picture, then I think the logical thing would be 
to say, “Well, now, all right ; now, we are going to allocate the cargo to 
that member of the merchant marine family which can do it the cheap- 
est for the Government. 

Now, if there is some damage that is going to be created by giving it 
to, say, the tramp in preference to the berth, by reason of economy, 
then we should put our thinking caps on again to see what we are going 
to do about this situation it has precipitated; but I think we ought to 
put them in their proper order. 

If the tramp fleet is essential, that is fine. 

If the berth liner operation is essential, that is fine, too. 

Now, let’s look at the economy. If there is some damage occurring 
to one or the other—and that will happen occasionally ; no doubt about 
it—then some provision must be made to take care of that contingency ; 
but to say, “Let’s forget about the tramp fleet, let’s do nothing about 
it,” and in the next breath say, “It is an essential part of the merchant 
marine” don’t stand up together, because eventually—and this is not 
talk; it is not building up a situation that doesn’t exist; it is an actual 
situation—we are laid up; we are losing over $15,000 a day as an in- 
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dustry—that is over a half a million dollars a month, and it is going 
down the drain—unless there is something done immediately for the 
tramp industry, we are just not going to have a tramp industry, and I 
assure you you are not going to get any more of these individuals that 
have invested a lot of money in this tramp fleet to invest another nickel 
in this type of vessel. 

Mr. Auten of California. Historically, what has become of the 
tramp fleets ? 

Possibly the people go out of business or, more probably, they try 
to transfer their ships to foreign flags and then operate the same 
ships with foreign labor, or possibly if they can’t transfer they get 
rid of their American-flag ships, buy or charter foreign-flag ships 
and then only the management 

Mr. Stuart. I can’t give you the exact background, historical back- 
ground, of the situation, although I have heard time and again 
that we had a tramp fleet many times in the past and it was left to 
sort of wither on the vine; just died out; went out of existence. 

I think Representative Tollefson pointed this up very clearly, 
though, when he pointed out the enormous cost of building up a tramp 
fleet every time one was needed. 

Let’s not understand this business of the tramp vessel and the part 
it plays in our commercial and economic life. 

I don’t know if you are familiar with the fact that today about 57 
percent of all the export and import bulk cargo, dry bulk cargo com- 
merce, in and out of the United States, is loaded in a tramp-type vessel. 
That is dry cargo in and out of the United States. It is moving on a 
tramp-type vessel. Of that 57 percent, less than 18 percent moves on 
the American tramp and over 80 percent is moving on the foreign-flag 
tramp. 

(The following information was supplied later for the record :) 





STATEMENT BY JAMES B. STUART, PRESIDENT OF THE AMERICAN TRAMP SHIPOWNERS 
ASSOCIATION, INC. 


(Statistics furnished below were compiled from figures furnished by Bureau of 
Census) 


The importance and significance of tramp vessels can be readily seen when 
we consider that 56.8 percent of the entire oceanborne dry-cargo foreign com- 
merce of the United States was carried in tramp vessels during the first 11 
months of 1953 (47.1 foreign flag and 9.7 American flag). 

It is apparent that, with the exception of nearby trades, such as the Caribbean, 
the west coast of South America, and the west coast of Central America and 
Mexico, the American tramp fleet has been unable to compete with the foreign 
tramp fleet for the carriage of commercial cargoes: 


Caribbean : From 15.6 percent in 1949 to 47.3 percent in 1953. 

East coast, South America : From 14.5 percent in 1949 to 40.5 percent in 1953. 

West coast, South America : From 7.2 percent in 1949 to 27.2 percent in 1953. 

United Kingdom and Hire: From 24.6 percent in 1949 to 34.5 percent in 1953. 

Baltic, Scandinavia, Iceland, and Greenland: From 17.1 percent in 1949 to 58.5 
percent in 1953. 

Bayonne Hamburg Range: From 32.5 percent in 1949 to 47.3 in 1953. 


It is indeed alarming that the percentage of carriage by foreign tramp vessels 
is steadily increasing, particularly in our more important trade lanes. 

The attached statement gives in detail the percentage of carriage by American 
and foreign-flag vessels of the United States oceanborne dry-cargo foreign 
commerce. It will be noted that in many cases our most important trade routes 
are serviced 50 percent by foreign tramp ships alone. See exhibit A attached 
hereto, which it is respectfully requested be made a part of the record. 
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Again we wish to impress the subcommittee with the tremendous importance 
of the tramp fleet for a well-balanced merchant marine. It is of the utmost 
importance, therefore, that every conceivable aid and assistance be given to 
this segment of our merchant marine which has heretofore been so sadly 
neglected. 

We believe, therefore, that it would be a step in this direction if our sugges- 
tions and recommendations made to this committee were adopted. 


United States oceanborne dry cargo foreign commerce—Comparison of partici- 
pation in carriage by American- and foreign-flag vessels, years 1949 and 1950 
versus first 11 months of 1953 














Monthly | By foreign vessels | By American vessels 
average of le eee es iis 
Between United States ports and— | Year | toa 
| | rs 
| sand long | Liner | Tramp} Total | Liner |Tramp| Total 
| tons | | | 
All foreign areas (excluding Great | | 
Lakes, Canada) --- i | 1949 | 5,986.1 | 38.4 23. 6 62.0 30.0 | 8.0 | 38. 0 
1950 | 5, 541.7 28.8 37.6 | 66.4 24.1 | 9.5 33. 6 
| 1953 | 7, 188. 4 27.2 47.1 | 74.3 | 16.0 | 9.7 25. 7 
Canadian Pacific... | 1949 127.6 10.8 50.8 61.6) 15.5 22.9 38.4 
1950 | 199. 5 10.9 61.1 72.0 | 11.6 | 16.4 3.0 
1953 | 190. 6 8.1 70.7 78.8 10.3 10.9 21.2 
Atlantic Canada and Newfound- | | | 
UT i ccinti 1949 362. 9 52.2 40. 5 92.7 | 1.0 6.3 7.3 
1950 483. 1 7.4 88. 5 95.9 | om 4.0 4.1 
| 1953 | 456.9 | 6.5 90. 2 96. 7 o 3.3 3.3 
er .---| 1949 895, 4 50.8 15.6 66. 4 32. 2 1.4 33.6 
1950 | 880. 7 30.0 41.1 71.1 24.7 4.2 28.9 
| 1953 | 1, 242.3 17.3 47.3 64. 6 12.7 22.7 35. 4 
East coast, South America..... ..| 1949 313. 8 49.2 14.5 63.7 36.0 3] 36.3 
1950 379. 1 34.9 35. 7 70. 6 26. 7 2.7 29.4 
| 1953 330.3 | 35.8 40.5 76. 3 23. 5 «2 23.7 
West coast, South America_.......| 1949 | 436. 8 19.7 7.2 26. 9 67.9 5.2 73.1 
1950 | 410.5 8.4 14.2 22. 6 29. 4 48.0 7.4 
1953 519.8 16.3 27.2 43. 5 19.0 | 37.5 56. 5 
West coast, Central America, and 
PEON ceneanee ; 1949 68.8 19.5 6.9 26.4 68. 5 5.1 73.6 
| 1950 | 75.0 15.9 | 17 33. 0 56.9 10.1 | 67.0 
1953 | 93.8 10.7 42. 1 52.8 9.8 37.4 47.2 
Gulf coast, Mexico - - -- .------| 1949 | 41.4{ 31.2} 369) 68.1 31.7 7 31.9 
| 1950 | 63, 7 27.2 42.8 70. 0 27.6 2.4 | 30.0 
| 1953 | 63.0 26. 0 50.1 76. 1 23.8 7 23.9 
United Kingdom and Eire..... ..| 1949 244.3 43.6 24.6 68, 2 28.2 3.6 31.8 
| 1950 281.0 22.0 31.6 63. 6 24. 1 12.3 36.4 
| 1953 271.7 43.7) 34.5 78.2 20.5 1.3 21.8 
Baltic, Scandinavia, Iceland and | 
Greenland............-.-.-.---.-| 1949 | 394.6 | 57.6 17.1 74.7 16.6 8.7 25.3 
| 1950 | 365. 0 33.9 43.7 77.6 14.1 8.3 22.4 
| 1953 363. 2 35.0 58. 5 93.5) 65.5 1.0 | 6.5 
Bayonne Hamburg range..........| 1949 1,000.6 | 35.6 32.5) 68.1, 2.6] 11.3) 31.9 
1950 763. 5 41.1 24.8 65.9 | 25.6 8.5 34.1 
1953 | 1, 098. 5 39.8 47.3 87.1 12.7 ml 12.9 
Portugal and Spanish Atlantic....| 1949 | 60. 4 57.8 33.1 90.9 9.1 .| 9.1 
1950 | 53.0 35, 2 | 33.3 68.5 19.1 12,4 31.5 
1953 | 43.4| 42.8] 43.6 86. 13.6 (ie 
Azores, Mediterranean and Black | 
DO. Aine dibsécecdeccussdocnet 1949 | 804.8 19.5 29. 1 48.6 26.3 | 25.1 | 51.4 
1950 | 468.8 26.4 42.4 68.8 24.4 | 6.8 | 31.2 
| 1953 | 640.8 | 22.0 44.0 66. 0 18.6 15.4 34.0 
West Coast Africa... ---| 1949 100.5 | 48.4] 25.7 74.1 22.9 3.0 | 25.9 
| 1950 107.8 | 37.1 38.7 75.8 24.1 can 24.2 
1953 | 198.6| 28.0] 54.5| 825] 15.1 2.4] 17.5 
South and east Africa..............| 1949 | 160, 2 38.8 8.2 47.0} 52.5 | 5] 53.0 
1950 | 150. 2 24.8/ 20.4 54.2 5.8 oe 45.8 
| 1953 195.4 | 21.3 | 29.1 | 50.4 49.2 | 4 49.6 
RUIN cois scnepagth-shsooed ---| 1949 | 89.0 64.4 11.3 75.7 | 23.0] 1.3 24.3 
1950 68.8 | 61.8 12.4] 74.2] 25.2] 6 25.8 
| 1953 | 92. 2 51.7 23.4 75.1 24.9 | : 24.9 
India, Persian Gulf, and Red Sea...| 1949 | 260.7 | 37.3 28.5 65. 8 30.3 3.9 34. 2 
| 1950 | 236.7 | 36.3 36.3 72.6 | 25.6 | 1.8 | 27.4 
1953 | 345. 2 19.7 51.6 71.3 | 20.7 | 8.0 | 28. 7 
Straits Settlements and Nether- | 1949 | 130. 2 39.4] 10.3 49.7| 45.4 | 4.9 50.3 
lands East Indies. | 1956 | 111.8 39.4 8.8 48.2 37.5 14.3 | 51.8 
1953 | 81.3 56. 2 4.1 60.3 39.7 39. 7 
South China, Formosa, and Phil- | 1949 278.9 40.7 | 8.8 | 49.5 49.8 | 7 50.5 
ippines. | 1950 | 243. 6 45.1 8.5 53.6 42.5 3.9 46.4 
1953 | 297.0 | 52.2 | 12.1 64.3) 348 .9 35.7 
North China, including Shanghai | 1949 204. 2 25.3 47.2| 72.5 25.3 2.2 27.5 
and Japan, | 1950 | 179.9 7.51 31.2 48.7 39. 1 12.2 | 51.3 
| 1953 | 665. 7 31.8 56.4 88. 3 11. 6 oe 11.8 
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So, our legislation to date and our thinking, whether we realize it or 
not, has been to the effect that what we are doing by not assisting the 
American tramp is directly assisting the foreign-flag tramp vessel. 

Mr. Atten of California. Your figures pointed up the fact where 
you are moving 18 percent and the overall average is about 30 more 
or less that the berth liners are carrying a far higher percentage of 
the American cargo than the tramps. Now, what is the reason the 
berth liners can do better in competition with the foreigners than 
the tramps can. 

Mr. Sruarr. The liner services have a conference and they determine 
their rates. We don’t. I mean we just go in on the open market and 
we pick up a cargo wherever we can, and the cheapest one gets it; 
but the liners are protected with their conferences. According to the 
law, we can’t engage in any conference setup. 

Mr. ALLEN of California. Are there further questions ¢ 

Mr. Drewry. Just one question, Mr. Chairman. 

Mr. Auten of Califoria. All right. 

Mr. Drewry. Mr. Stuart, would you suggest that this large portion, 
large percentage, of our export-import cargo which moves in tramp- 
type vessels under foreign flags, that the answer to the reason that 
we are presently moving only 24 to 28 percent of our total commerce 
in American-flag vessels and that such a large portion of it moves in 
other tramp-type vessels, is due to the fact that the American-flag 
tramp-type operators cannot compete with foreign-flag tramps? 

Mr. Sruarr. That is right; it is impossible. 

Mr. Drewry. That is where the big pulldown in our—— 

Mr. Sruarr. There is no question about it. 

Let me explain this. That is a very good question, Mr. Drewry. 

I would like to explain this. There are two markets as far as a 
shipping man is concerned. One market is the worldwide market. 

When I say “shipping man,” I am speaking of the American ship- 
ping man. 

There is the worldwide market, as I said, and the American market. 

The worldwide market is the market that every shipowner of any 
nationality will go in and compete. We can go into that market, too, 
but we just can’t compete because the foreign ship operates at one- 
third the cost of the American vessel. 

Now, it is just an impossibility for the American vessel to pick up 
any of thatcargo. It isan utter impossibility. 

Therefore, we are restricted to only the American market, and that 
is why I say that we are carrying only that very, very small fraction 
of our export and import dry-cargo business. 

Mr. Drewry. And conferences and subsidies enable the liners to 
compete ¢ 

Mr. Sruarr. Of course, because it puts them on a parity basis with 
the foreign operators, and that is something we don’t have. 

Mr. Drewry. That is all, Mr. Chairman. 

Mr. Atxen of California. Thank you very much, Mr. Stuart. 

Mr. Srvuarrt. I would just like to add two more words, gentlemen. 

I want to thank you for the opportunity to come down and present 
the views of our association. 

I want to again express the thought that we did not come here to 
criticize MSTS. 
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I want to emphasize again the fact that we have complete faith in 
the ability and the capacity of this organization and, as Mr. Maloney 
well pointed out, they are doing their job according to a policy that 
has been set; and what we are suggesting today is that we kind of give 
a new look at the picture of the merchant marine and see whether we 
can do something to help every member of the merchant marine 
industry. 

Again, I also want to impress the fact that we did not come here 
to speak against the berth operators. I emphasize the fact that we are 
members of one family and we are here to try to see if we can get some 
justice done for all the members of the family. 

Thank you very much, gentlemen. 

Mr. Auuen of California. Thank you very much. 

The committee will recess until tomorrow morning at 10 a. m. 

(Whereupon, at 12:25 p. m., the hearing was recessed, to reconvene 
at 10a. m., tomorrow morning, Thursday, May 6, 1954.) 














STUDY OF OPERATIONS OF MILITARY SEA 
TRANSPORTATION SERVICE 


THURSDAY, MAY 6, 1954 


House or REPRESENTATIVES, 
Srecra, SuBcOMMITTEE To ConsIpER OPERATIONS OF 
Miutrary Sea TRANSPORTATION SERVICE OF THE 
CoMMITTEE ON MercHant MARINE AND FISHERIES, 
Washington, D.C. 

The subcommittee met at 10 a. m., in room 219, Old House Office 
Building, the Honorable John J. Allen, Jr. (chairman of the sub- 
committee) presiding. 

Mr. Atten. The subcommittee will be in order. 

The plans of the committee will be somewhat changed by reason 
of the session of the House which already has begun. The first 
quorum call has already been called. 

I understand that Mr. Sinclair is here, has flown in for the occa- 
sion, and expects to leave today if possible, or even if impossible. 

Also Mr. Coney is expected. 

Under the circumstances, I will declare a recess until 10: 30, which 
will give the Members a chance to go over to the House and answer the 
call, and I will take up with them the matter of coming back and 
at least proceeding with the people who are from out of town. 

Is it equally convenient for you tomorrow or next week, Mr. Had- 
dock? 

Mr. Happocx. Tomorrow morning will be convenient, and next 
week will be convenient, other than Monday, when I will be in New 
York. 

Mr. Auten. For the present, then, I will declare a recess until 10: 30, 
and we will return at that time. 

(Committee hearing recessed until 10: 30 a. m.) 

Mr. Auten. We will proceed with the hearings regarding investi- 
gation of the Military Sea Transportation Service with relation to 
the merchant marine. 

Mr. James Sinclair, president and general manager of the Lucken- 
bach Steamship Co., is here, and we will be pleased to hear you 
testify. 


STATEMENT OF JAMES SINCLAIR, PRESIDENT AND GENERAL 
MANAGER, LUCKENBACH STEAMSHIP C0., INC. 


Mr. Srnciarr. My name is James Sinclair. I am president of 
Luckenbach Steamship Co., Inc. 

Luckenbach is the oldest carrier in the intercoastal trade. Its 
owned fleet consists of 10 C-3’s, 2 C-4’s, and 4 C-2’s. With the 
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exception of 2 C—3’s, all of these vessels are employed in Luckenbach’s 
intercoastal service providing a minimum of a regularly scheduled 
weekly service between North Atlantic ports and the full range of 
Pacific coast ports, with extra voyages being made as cargo warrants. 

This committee is well aware that vessels engaged in the domestic 
trades have been our first line of defense in times of emergency, since 
they are always in home waters. This fact has repeatedly been recog- 
nized by spokesmen for the Department of Defense, and as recently 
as this week was reiterated in the report entitled “Maritime Subsidy 
Policy” submitted by Under Secretary of Commerce Murray to the 
Senate Interstate and Foreign Commerce Committe. 

This committee is likewise fully acquainted with the difficult sit- 
uation with which the intercoastal lines have been faced since World 
War ITI in their effort to rehabilitate the intercoastal trade. The 
entire intercoastal fleet was requisitioned by the Government for 
offshore use in World War II, with the result that there was no inter- 
coastal service in 1942 through 1945, and all our traffic was lost to 
the competing railroads. Our postwar problems have been many, 
and we are still fighting an uphill battle. 

Luckenbach and the other intercoastal lines desire an assurance 
from MSTS that they will not be faced with Government competition 
in the intercoastal trade. Our principal concern is the carriage by 
MSTS of intercoastal cargo on vessels of the so-called nucleus fleet 
or on privately owned vessels, both subsidized and nonsubsidized, time 
chartered to MSTS for offshore operation. There is nothing in the 
Interstate Commerce Act which prohibits a shipper from carrying its 
own cargo in its own vessel, so that MSTS is not subject to any regu- 
lation by the Interstate Commerce Commission in transporting Gov- 
ernment-owned cargo on a vessel of the nucleus fleet. The purposes 
sought to be accomplished by the maintenance of a nucleus fleet do 
not contemplate competition with the intercoastal carriers. 

The Interstate Commerce Commission’s regulatory powers extend 
to privately owned vessels time chartered to MSTS. The Government 
enjoys no special status as a shipper or charterer of vessels under the 
Interstate Commerce Act. Accordingly, in the absence of any exemp- 
tion granted by the Interstate Commerce Commission, a aicanats 
owned vessel time chartered to MSTS to carry Government-owned 
cargo would be a “contract carrier by water” within the meaning of 
the Interstate Commerce Act and the owner of the vessel would have 
to hold an operating permit as a contract carrier from the Interstate 
Commerce Commission before its vessel could be used by MSTS to 
lift intercoastal cargo. However, during World War II because of 
the disruption of the intercoastal and other domestic services, and as 
a wartime measure, the Interstate Commerce Commission exercised 
its authority under section 302 (e) of the Interstate Commerce Act 
and exempted from regulation, until the further order of the Commis- 
sion, the chartering of privately owned vessels to the United States 
Government for use by it in the transportation of Government-owned 
property. After World War II, the Interstate Commerce Commission 
considered revoking the foregoing exemption, but took no action 
because the affected carriers did not express sufficient interest in the 
problem. There was no interest at that time by the intercoastal lines 
because there was no occasion for it, since we did not then contem- 
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plate the possibility of MSTS competing with private carriers in the 
intercoastal trade. 

The intercoastal lines could request of the Interstate Commerce 

Yommission to revoke the exemption I have referred to. However, we 
do not wish to cause the Department of Defense any embarrassment 
by making such a request. But we feel that MSTS should not use 
a wartime emergeney exemption as the basis for peacetime inroads 
into the intercoastal trade. 

With respect to the use of time-chartered subsidized vessels to lift 
abanuaniakdiene:3 would like to recall to the committee the testimony 
of Mr. Charles S. Thomas, Assistant Secretary of Defense, during 
the current hearings. Mr. Thomas stated that he did not favor MSTS 
chartering subsidized vessels owned by one operator and using such 
vessels on the route of another subsidized operator. We think his 
statement should apply with even greater force when a subsidized ves- 
sel is used by MSTS to lift intercoastal cargo, which one of the inter- 
coastal lines could readily carry. 

We believe that MSTS should publicly recognize the principle that 
cargo which is available for transportation in the domestic trades 
should first be offered to the regular carriers in the trade, on reasonable 
advance notice, before any arrangements are made for the transporta- 
tion of that cago by vessels of the nucleus fleet or vessels time-chartered 
to MSTS. It is difficult for me to see any justification for the 
Government’s competing with any private business already in the 
field and properly equipped and able to provide the necessary service. 
It is more difficult, if not impossible, to justify Government competi- 
tion with private industry where, as here, the private industry is itself 
an essential factor in the national defense. 

Mr. Auten. Mr. Bonner, any questions? 

Mr. Bonner. No questions. 

Mr. Auten. Mr. Sinclair, could you give us any opinion as to the 
relative cost to the taxpayers as between carriage of intercoastal com- 
merce by MSTS ships and intercoastal common carriers? 

Mr. Srxcram. I cannot give you an example like that because I 
don’t know what the overhead of MSTS is. Overhead plays a large 
part in the operation. 

I know as far as we are concerned that at the moment we are con- 
ducting the business at a loss and I don’t see how anybody can do it 
any cheaper than that. 

Mr. Atten. Are your rates fixed by Interstate Commerce Com- 
mission ¢ 

Mr. Srnciair. Regulated by Interstate Commerce Commission ; yes. 

Mr. Auten. Is that on the basis of a compensatory rate and a fair 
return for the capital ? 

Mr. Srncxiair. That is the basis for their regulation, but unfor 
tunately we have a ceiling, which are the railroad rates, beyond which 
we cannot go, 

Mr. Auten. Is that a matter of keeping in a competitive position or 
a matter of regulation # 

Mr. Srncuar. Keeping in a competitive position. I don’t know 
what would happen if we arbitrarily increased our rates regardless 
of the consequences. We might have requests for suspensions, and 
so forth. But on some of the traffic an analysis of it indicates that 
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we may have to do that on some commodities which we do not think 
are paying their way. 

Either that or we will have to find other means of reducing ‘the 
cost of handling those commodities. 

Mr. Auten. The other point which has been stressed here to some 
extent has been that while the MSTS carriage may have a hampering 
effect upon the private carriers, the percentage of MSTS cargo to the 
whole amount carried is so low as to not have an appreciable influ- 
ence on the privately owned ships. 

Would you have an opinion on that ? 

Mr. Stnciatr. Well, the MSTS cargo—I am not saying here that 
MSTS carried all of the Government cargo that moves in the inter- 
coastal trade. They probably carry a smaller part of the whole. We 
carry considerable Government cargo. 

We are not here as a complainant against particular instances. We 
are here on a matter of principle, because we feel that unless they 
recognize the obligation to support the private carrier that the con- 
tinuation of that policy may wreck the intercoastal services. 

Mr. Auten. Is there any policy which you could recommend to us 
which would increase the number of ships in the intercoastal area? 

Mr. Stncuatr. I think my testimony before the Potter committee 
will show we recommended a construction subsidy which would not, 
of course, increase the carriage at this moment. 

We have felt that any line receiving subsidy, receiving operating 
subsidy, should not be permitted to operate that vessel in the inter- 
coastal trade in conjunction with a foreign voyage where he is receiving 
subsidy, whether or not the particular number of days are discounted 
which he uses in intercoastal trade. 

Mr. Auten. Anything further? 

Mr. Bonner. Can you give some example where MSTS has inter- 
fered with intercoastal operations ? 

Mr. Srncrarr. The MSTS, I think, in recent testimony sought to 
justify the putting of cargo from Pacific coast to the Atlantic on these 
vessels because the vessels were returning in ballast from their foreign 
voyage. 

It is not an uncommon thing for lines operating from the gulf 
or the Atlantic to the Far East to return their vessels in ballast. They 
find it cheaper than picking up the cargoes which might be available 
on that particular route. 

We do not feel it is the thing for the Government to do because 
the whole operation of MSTS, I think, was in respect of the offshore 
service, and we think that perhaps they shouldn’t compete with us. 

I think you have had plenty of complaints from others in the off- 
shore service. 

Mr. Bonner. The major complaint is full cargoes from the Pacific 
to the Atlantic, and vice versa # 

Mr. Srvciarr. We think they should adopt a principle—— 

Mr. Bonner. I say that is the main complaint? 

Mr. Srxcrar. It is not necessarily the full cargo. We want them 
to offer the cargo to us reasonably in advance of shipment so that we 
can advise them if we can carry the cargo. If we can carry the cargo 
we don’t think they should provide the tonnage. 

Mr. Bonner. That is all. 
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Mr. Drewry. Do you feel there is an analogy, Mr. Sinclair, between 
an instance where a subsidized vessel on time charter to MSTS moves 
in intercoastal to a case where a subsidized vessel which just wants to 
operate in MSTS, that there should be the same type of restriction 
against a time-chartered subsidized vessel as there is in the case of 
any other subsidized vessel ? 

Mr. Stncuam. No. We mention the subsidized vessel to show the 
concern of the defense official as to a subsidized-vessel time charter in 
MSTS competing with another subsidized vessel in foreign trade. 
If he is concerned about that he should be concerned about such a 
vessel competing with an intercoastal operator who has no subsidy. 

Mr. Drewry. In your carriage of military cargoes do you charge 
the same rates for those cargoes as you do for regular commercial 
cargoes? 

Mr. Srncuarr. Yes, sir. 

Mr. Drewry. The situation here is this: You are in competition 
with rail and truck movement. What is the situation with regard to 
rail and truck rates with regard to the movement of military cargoes? 
Do you know that? 

Mr. Sincuatr. There is a rating under section 22 of the Interstate 
Commerce Act which permits carriage of Government, municipal, 
and other government cargoes at less than the regulated rate. 

There is a bill in Congress now seeking to eliminate from section 22 
the privilege of according the Government, or municipalities, a 
preference in freight rates, and there is also, I think, included in that 


bill the proposal to take out the preference in respect to passengers. 
The latter part is being resisted to some extent by some of the rail- 


roads, and I don’t know just what the status of the bill is at this time. 

Mr. Drewry. Does section 22 apply to you? 

Mr. Srncuar. Yes. 

Mr. Drewry. So that you could get preference rates, too? 

Mr. Srncratr. Yes. Unless it is something which is decidedly 
unique, a commodity which doesn’t move, which we are not talking 
about. here, we feel you can make a rate for that commodity. You 
can give it a special treatment which is necessary for it. 

If MSTS, for instance, had landing ship tanks, or craft of that kind, 
which is not a usual movement, naturally we would have to make a 
special rate. To apply the motorboat rate to that because there are 
boats in the tariff would be just too much. 

Mr. Drewry. You mention on page 3 of your statement that the 
intercoastal lines could request the Interstate Commerce Commission 
to revoke the exemption you referred to but you did not wish to cause 
the Defense Department any embarrassment by making such a 
request. 

What do you mean there? 

Mr. Sryciair. We mean their embarrassment and some trouble. 

If we made a successful request on time-chartered ships, MSTS 
would in each instance have to get special approval, and we would be 
heard in each case. That would have to be done in each instance. 

We think MSTS probably will go along with this principle, and 
that will not be necessary. 

In addition to that, this exemption doesn’t. apply only to the inter- 
coastal water carriers. It applies to coastwise, inland water, and 
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so forth, and they may have other problems with which we are not 
concerned. 


We do not seek to cause them embarrassment just because they may 
have other problems. 

Mr. Drewry. The exemption, then, you feel may well afford under 
today’s conditions a desirable flexibility from the Government stand- 
point which can be handled administratively in a manner which would 
not be damaging to your operations? 

Mr. Srvciair. True. We think they can give us effective admin- 
istrative relief and still have the flexibility which I think perhaps they 
should have during these unsettled times. 

Mr. Drewry. Is the intercoastal fleet today adequate to carry any- 
thing which might be called normal military movements by water and 
in intercoastal trade ? 

Mr. Srycriarr. Yes. There may be occasions where they have a spe- 
cial return movement; say from Davisville to one of their stations, we 
may be either short on time on our regular vessel and couldn’t make 
two extra calls, or the ship may be booked full with our regular com- 
mercial business and we couldn’t handle it. We do have what we 
call extra vessels to take the peaks and get them out of the way when 
there are valleys if we can successfully get them out of the way. By 
use of those ships we are usually in a position, we have been in a 
position, to handle practically all of the cargo which has been offered. 

Mr. Drewry. What I was wondering is whether there was enough 
military movement intercoastal to make it seem desirable to urge an 
increase in the number of commercial vessels in intercoastal trade to 
assure the movement of Government cargo. 

Mr. Srncrarr. Unless we can find the secret of successful and profit- 
able operation in the intercoastal trade I think you will find fewer 
vessels than more vessels in intercoastal trade. 

Mr. Drewry. But the intercoastal operators with their present fleets 
are and have been able to carry, generally speaking, all military re- 
quirements in intercoastal trade? 

Mr. Srnciair. Yes. Carriage by MSTS in the intercoastal trade, 
except for unusual movements, I do not think has been too harried 
that if it could be spread, if it had not been concentrated for a full 
ship but had been shipped as it came along, I think it all would have 
been absorbed. 

I think we could show you open space on our vessels sailing avail- 
able for cargo which could have provided as much space as was pro- 
vided by the MSTS vessels. They couldn’t have provided it on the 
day the full cargo sailed because that would be only one of those many 
ships that had 50,000 or 100,000 feet of space, but before the war we 
always carried Navy cargo and Army cargo; there is nothing new 
about this. It is just now concentrated in the hands of one trans- 
portation agency. So if it suits them to concentrate this cargo into 
a full shipload, it is not fair to compare that full shipload versus 
the space we had on that date, because they might well have been able 
to ship it regularly in 50,000 or 100,000 foot lots. 

Mr. Drewry. That gets back to the question which came up before 
which goes beyond MSTS and back into the shippers’ services, that 
perhaps improved scheduling would avoid this occasional necessity 
for bringing in time chartered ships. 
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Mr. Srncuair. I won’t try to say here they are able to do that or can 
do that. But I say if they could do it that would be a way of having 
us take care of it all. 

Mr. Drewry. I said it is a suggested possibility there might be im- 
proved scheduling. 

That is all I have, Mr. Chairman. 

Mr. Auten. Further questions, Mr. Bonner ¢ 

Mr. Bonner. MSTS has testified that they merely carry the freight 
designated for them to carry. If that is true what you are talking 
about, then, National Defense says to MSTS, “Here is so much ac- 
cumulated freight.” The fault is that the National Defense Depart- 
ment is not distributing the freight instead of the MSTS not dis- 
tributing it? 

Mr. Sincratr. That may be because of the interfamily rules, that 
perhaps the other agencies are required 

Mr. Bonner. Is that true or not? 

Mr. Srncratr. I don’t know. I don’t know whether they order 
MSTS or whether the agencies are required to advise MSTS about 
their transportation needs and MSTS then perhaps goes out and ful- 
fills those transportation needs. 

I don’t know whether the MSTS has the latitude to do what we 
suggest. I rather think they have, and I think there are occasions 
when perhaps the Navy books direct and not through MSTS. 

But what we are suggesting here is that if MSTS is the transporta- 
tion agency, and has the control, and has the discretion as to how it is 
to be shipped, then we say the MSTS should do what we are asking 
them to do, and that is to first offer the cargo for the regularly sched- 
uled sailing. 

Mr. Bonner. You say the Navy does deal directly with you? 

Mr. Srnciatr. Occasionally we get cargo direct from the Navy. I 
don’t know why that is but it does happen. 

Mr. Bonner: It doesn’t have any MSTS supervision ¢ 

Mr. Stncuiarr. That is right. 

Mr. Atuen. Thank you very much, Mr. Sinclair. We appreciate 
the time you have taken to come down to appear before the committee. 

Mr. Sincuarr. Thank you for hearing me, sir. I am sorry I could 
not have stayed until tomorrow but I must return this afternoon. 

Mr. Auten. Off the record. 

(Discussion held off the record. ) 

Mr. Aten. The statement of the Pacific American Steamship As- 
sociation has been submitted and it will be included in the record fol- 
lowing the testimony of Mr. Sinclair. 

(The statement referred to is as follows :) 


STATEMENT OF PACIFIC AMERICAN STEAMSHIP ASSOCIATION 


My name is Ralph B. Dewey. I am Washington representative of Pacific 
American Steamship Association, a nonprofit association of the principal United 
States flag operators on the Pacific coast. This statement is offered for and 
on behalf of the coastwise and intercoastal members of this association, 

It is the view of certificated intercoastal and coastwise carriers within the 
membership of our association that vessels owned by or chartered to the Military 
Sea Transportation Service should handle no coastwise or intercoastal cargoes, 
military or otherwise, without first offering them to the certificated carriers who 
are providing regular service in these trades. Only when service is unavailable 
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on private intercoastal carriers should Military Sea Transportation Service ves- 
sels be permitted to carry defense cargoes. 

We take this position on the basis that: 

1. The Merchant Marine Act and the Transportation Act provide for the de- 
velopment of a first-class, privately operated transportation system in this 
country ; 

2. To our knowledge there is no provision in law which indicates that MSTS is 
an integral part of our domestic transportation system ; and, therefore, 

8. There is no conflict in the law: The private carrier gets top billing and Gov- 
ernment policy, agency by agency, should be to aid in private transportation in- 
dustry’s preferment. 

As is well known to the committee, the domestic water carriers in the United 
States “went out of business” during World War II and placed their vessels 
in war service. A 5-year absence from the trade, resulting in rerouting of 
waterborne traffic into competing modes of land transportation, caused a com- 
plete rupture of shipper relations during the war. Reentry in trade after 
World War II was most difficult and to this day the rehabilitation is not 
complete. 

One of the legacies of the wartime period which the private lines have inherited 
is the exemption of Government-chartered vessels from the certification pro- 
cedure normally required of intercoastal carriers. 

As a wartime measure, the Interstate Commerce Commission, under the au- 
thority of title 49, United States Code, sections 903 and 904, issued the following 
regulation : 

“315.3 Chartering of vessels to the United States.—The chartering of vessels 
to the United States Government or any department or agency thereof for use 
by the Government in the transportation of its own property, in interstate or 
foreign commerce, be, and it is hereby exempted from the requirements of part 
III of the Interstate Commerce Act until the further order of the Commission (ex 
parte No. 152, 7 F. R. 2976).” 

Thus, as a wartime measure to expedite purely domestic liftings of cargoes 
by Government vessels, the Government exempted itself from its own laws as 
to certification of public convenience and necessity, etc. 

Since the end of the war no effort has been made by the industry to cancel 
this exemption, on the presumption that there would be no invasion of inter- 
coastal steamship services by Government vessels. Unfortunately this has not 
been the case, as evidenced by several recent examples of intercoastal carryings 
by Government vessels (list attached). 

During World War II and for the period immediately following, and before 
the private operation was reestablished, there was undoubtedly ample reason 
for the retention of this exemption. However, its continuance beyond that 
period has been a burden on the certificated lines. 

It seems inconsistent to us to require an elaborate certification of public con- 
venience and necessity by the private lines and at the same time exempt the 
MSTS chartered vessels from the requirement to prove public convenience and 
necessity in a hearing before ICC. 

We are well aware of the Military Sea Transportation Service requirement to 
provide prudent management for its vessel operation. Many of these inter- 
coastal liftings by MST vessels have been on chartered vessels arriving on one 
coast from offshore points and destined to the other coast for redelivery to the 
owner, the charter terminating. The Military Sea Transportation Service has 
determined that it is prudent management to employ these vessels on the inter- 
coastal leg rather than move them in ballast. It can be said that there may be 
a feeling on their part that unless they so employ these vessels they might be 
subjected to criticism from Congress for not having engaged in prudent manage- 
ment. But prudent management is often a matter of relativity of factors. We 
doubt that it can be said as a positive fact that in every case the overall Gov- 
ernment cost was less in handling of these Government cargoes in MSTS vessels 
as compared with private vessels. Such factors as the delay of the vessel in 
loading and the transit of the Panama Canal at the fully loaded rate rather thau 
at the ballast rate are extra cost factors to name just two. There is no attempt 
here to detail these matters, and as a matter of fact, the comparative cost infor- 
mation is not available to us. The important point to be made in this case is 
that the question should not turn entirely upon costs, but rather upon the broader 
policy of whether we want the Government in the domestic transportation field. 

We do not find our Military Establishment contemplating a transcontinental 
rail service of its own; yet they continue to provide competitive service in the 
water routes. A clearcut decision is called for as to whether the broader national 
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interest of encouraging our transportation system should be served, or whether 
doubtful, inconsequential savings should be accomplished, here and there, on a 
narrower front by one individual agency. 

We believe that this can be cited as an example of the failure of our Govern- 
ment to adhere to our basic merchant marine policy. This policy flows from 
Congress and is controlling upon all agencies. We are not asking for perfection. 
We are not asking for inflexible guaranties. We recognize that there may be a 
port or two on the Atlantic and on the Pacific, but certainly not more than that, 
to or from which the private lines could not guarantee service. Having this in 
mind, the intercoastal lines are not asking for relief from this exemption, but 
rather are here expressing the hope that Military Sea Transportation Service 
will want to restrict their use of this exemption in such a way as to offer every 
available cargo to the privately operated line first. 

We are confident in stating that if this type of cooperation is received from 
MSTS there will be reciprocal cooperation from intercoastal lines by way of 
furnishing the utmost possible service. 

We respectfully suggest that the committee may wish to consider again calling 
Military Sea Transportation Service representatives, asking them to comment 
specifically on this and for the purpose of determining from those representatives 
whether the operating policy outlined herein is agreeable to them. 


INSTANCES OF HANDLING BY MSTS ON OTHER THAN PRIVATELY OWNED AND OPERATED 
INTERCOASTAL VESSELS 


March 1953: MSTS was reported assemblying a load of intercoastal cargoes at 
Naval Supply Center, Oakland, for lift by a Navy ship. 

June 1953: MSTS handled on the steamship Sea Garden 1,700 tons general 
cargo, Naval Supply Center, Oakland, to Norfolk. 

August 1953: MSTS handled on the steamship Warwick Victory, 975 tons gen- 
eral cargo, Naval Supply Center, Oakland, to Norfolk. 

November 1953: USNS Boyce lifted intercoastal cargo at major Pacific coast 
ports for North Altantic ports. 

January 29, 1954: It was reported that the Golden City, a Waterman vessel 
under time charter to MSTS, picked up intercoastal cargo at Pacific coast for 
North Atlantic discharge. At the same time, it was reported that the vessel was 
scheduled for redelivery at the gulf. 

February 1954: MSTS handled or is handling, possibly on the steamship 
Marine Fiddler and/or steamship Brostron, over 1,100 tons of air compressor 
and parts from Norfolk, Va., to Moffat Field, Palo Alto, via Ninth Street Pier, 
Oakland. 

February 1954: MSTS handled on the steamship Ocean Ula 1,700 tons general 
cargo Oakland to Norfolk. 

As of March 24, 1954: The steamship Moormac Wave time chartered to MSTS 
was reported loading intercoastal cargo for Atlantic ports served by private 
lines. Loading was taking place at a military installation in the East Bay. 


(The telegram was later received by the chairman from Mr. Allen 
for insertion at this point. ) 


SAN FRANCISCO, CALIF., May 8, 1954. 
Hon. JoHn J. ALLEN, Jr., 
Chairman, MSTS Subcommittee, 
Merchant Marine and Fisheries Committee 
House of Representatives, Washington, D. C.: 

Supplementing Dewey’s statement May 5 made to your Committee. We have 
been repeatedly advised by representatives of MSTS that unless they are pro- 
hibited from engaging in the intercoastal trade by legislation or express orders 
from higher authorities that MSTS feels responsibility for filling free space in 
their vessels moving from coast to coast with military cargoes even though 
space is available in regular intercoastal carriers. We question whether the use 
of this free space reduces MSTS overall costs. However, cannot criticize their 
determination in absence of protective legislation or statements of policy re- 
moving their discretion as to what is best for MSTS rather than supporting the 
maintenance of a privately owned intercoastal service. In view of declared policy 
of developing the intercoastal trade we urge that your committee develop legis- 
lation preventing MSTS from engaging in the intercoastal trade except when 
nature of cargo makes it unacceptable to commercial carriers. 


Georce A. Pops, Jr., 
President, Pope & Talbot, Inc. 
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Mr. Auten. Mr. Haddock, we have a witness coming whe just 
landed at the airport. 

We thought you might make your initial presentation, and we could 
have the examination based on it at a later date if that is agreeable to 
you. 

Mr. Happock. Very well with me, sir. I am sorry I kept you wait- 
ing, but I really didn’t expect to go on today. 

Mr. Atten. Would you identify yourself for the purpose of the 
record and proceed with your statement ? 


STATEMENT OF HOYT S. HADDOCK ON BEHALF OF THE 
CONFERENCE OF AMERICAN MARITIME UNIONS 


Mr. Happock. My name is Hoyt 8. Haddock. I am appearing on 
behalf of the Conference of American Maritime Unions. The Confer- 
ence of American Maritime Unions is composed of the non-Commu- 
nist maritime unions affiliated with the American Federation of Labor 
and the Congress of Industrial Organizations. These unions are 
listed on the title page of this testimony. The membership of these 
unions is approximately 125,000 seamen. 

The Conference of American Maritime Unions strongly favors legis- 
lation which will take the Military Sea Transportation Service ‘out 
of competition with the privately owned United States merchant 
marine. 

The military first entered ocean shipping in the Spanish-American 
War. 

In 1906 our newly formed Navy was compelled to charter Norwegian 
and Italian tramps as auxiliary and supply ships on a round-the- world 
good will cruise. 

The privately owned merchant marine could not service the military 
in 1898 or 1906 because it had been permitted to wither away. In 
1906 our merchant marine consisted of 14 steamships. The Navy, in 
obtaining congressional permission to operate the merchant ships on 
the round-the-world cruise, assured Congress that the ships would 
remain merchant ships manned by civilian seamen. 

It is now clear to us that the Navy promise to Congress was nothing 
more than a wedge to drive into merchant shipping. This is contrary 
to congressional mandate which states that the merchant marine shall 
be privately owned and civilian manned. Congressional intent is best 
summed up in the declaration of policy of the Merchant Marine Act 
of 1936, which is as follows: 

Sec. 101. It is necessary for the national defense and development of its for- 
eign and domestic commerce that the United States shall have a merchant marine 
(a) sufficient to carry its domestic waterborne commerce and a substantial 
portion of the waterborne export and import foreign commerce of the United 
States and to provide shipping service on all routes essential for maintaining 
the flow of such domestic and foreign waterborne commerce at all times, (b) 
capable of serving as a naval and military auxiliary in time of war or national 
emergency, (c) owned and operated under the United States flag by citizens of 
the United States insofar as may be practicable, and (d) composed of the best- 
equipped, safest, and most suitable types of vessels, constructed in the United 
States and manned with a trained and efficient citizen personnel. It is hereby 


declared to be the policy of the United States to foster the development and 
encourage the maintenance of such a merchant marine. 


It is clear that Congress meant that a privately owned and operated 
United States merchant marine, manned by civilian seamen, was 
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intended for serving our Nation in time of peace and war. Subsection 
(b) of the declaration of policy states that our merchant marine 
must be— 
capable of serving as a naval and military auxiliary in time of war or national 
emergency. 

Thus has Congress stated that the merchant marine shall be a non- 
military operation. In modern times private operators have not 
shown an unwillingness or inability to operate a civilian merchant 
marine capable of carrying our commercial and military cargoes. 

The military fune tion of Government is to defend the people against 
foreign enemies. For the Navy to achieve its proper function it is 
necessary that they operate combat and combat auxiliary ships. Our 
brief definition of “combat auxiliary ships” are ships which accom- 
pany, service, and supply naval combat vessels on maneuvers or in 
combat but does not participate in the actual fighting. 

In May 1948 Aa Louis E. Denfeld clearly and ‘aptly defined the 
functions of the Navy and of the merchant marine. In part, he 
stated : 

* * * The strongest United States Navy conceivable would be crippled without 
an adequate merchant marine. By the same token, a merchant marine such as 
we all dream of would be impotent without a powerful Navy to insure it the 
freedom of the seas. * * * You will not call me prejudiced if I say that, in time 
of war, the merchant marine is only as strong as the Navy that keeps the sealanes 
open. We must have the combat vessels to hunt down any enemy on the sea, 
and under it, and over it, as well as to protect the convoys. 

We completely agree with Admiral Denfield’s statement that the 
function of the Navy in regards to the merchant marine is to keep 
the sealanes open so that merchant ships can carry the needed cargoes. 
This has always been the definition of the Navy’s function regarding 
water transportation. The present Navy theory that its function 
includes the operation of commercial merchant ships is a dangerous 
one. Weare sure that Congress did not intend to permit the military 
to keep expanding into a private industry until the industry becomes 
militarized. 

Although the military has presented recent testimony before your 
committee, we shall refer to statements made by Vice Adm. Francis 
C. Denebrink, commander of MSTS, before the House Merchant 
Marine and Fisheries Committee on May 14, 1953. We do so because 
the admiral, at that time, took the sugar off the Navy philosophy and 
freely admitted that the military considered the MSTS nucleus fleet 
as the backbone of marine transportation. On that day Admiral 
Denebrink testified in opposition to taking MSTS out of competition 
with the privately owned merchant marine. The admiral stated 
that MSTS must own and operate a merchant marine for national 
security reasons. One of the reasons he gave for not depending on a 
private merchant fleet was that labor disputes could cut ie overseas 
forces. To us it is obvious that the admiral has very little bona fide 
evidence for the need of a militarized merchant marine when this 
is one of his main arguments. All of us are familiar with the no-strike 
pledge given by the American maritime unions during World War IL. 
This pledge was lived up to and our cargoes moved on schedule. 

During the Korean war the Government and the maritime unions 
agreed that in cases of labor-management disputes resulting in work 
stoppages, the cargoes classified as vital by the National Shipping 
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Authority would not be tied up. The CIO unions in a strike in 1951 
and the A. F. of L. unions in a strike on the west coast in 1952 honored 
this system. The cargoes classified by NSA were transported without 
delay. 

The private merchant marine did a magnificent job during World 
War II and during the Korean conflict. During World War II the 
total cargo lift from the United States was 268,252,000 long tons, of 
which 203,522,000 were dry cargo and 64,730,000 were liquid cargoes 
carried in tankers. During 1945 alone there were 83,469,000 long tons 
of dry and liquid cargo shipped from the United States. This meant 
that 8,500 tons of cargo were delivered every hour of each day and 
night of the entire year. The ships controlled and operated by the 
War Shipping Administration carried 75 percent of these cargoes, 
privately operated foreign-flag ships carried approximately 20 per- 
cent, and only 4 percent was carried in military-owned and operated 
ships. 

MSTS uses the argument that the military must own a large com- 
mercial-type fleet in order to meet immediate and variable military 
needs. We take issue with this statement. The cargo lift from the 
United States to Korea and other points in the Far East immediately 
after the outbreak of the unexpected Korean war disprove the MSTS 
claim. For the 6-month period, July 1 through December 31, 1950, 
5.5 million measurement tons of cargo were carried across the Pacific. 
Of this cargo 3.25 million tons were carried to Korea and Japan and 
2.25 million tons were carried to other points in the Pacific; 86 percent 
of this cargo was carried in privately operated American-flag shi 
and 14 percent was carried in MSTS and foreign-flag ships. Not thy 
did private American operators carry 86 percent of the total cargo 
but they would have carried all of it if MSTS ships were not in service. 
The MSTS activities in the Korean situation have kept a number 
of privately owned ships from being added to the fleet. The private 
merchant marine can and does deliver the goods where and when 
needed. 

MSTS is following 2 practice of expanding their nucleus fleet when 
shipping needs are high during a national emergency and not con- 
tracting sufficiently when shipping requirements sharply decrease. 
We shal] illustrate this with a summary of comparing the increase 
of the MSTS nucleus fleet to the increase of the merchant marine from 
the outbreak of the Korean war to March of this year. 

On June 1, 1950, the American merchant marine consisted of 1,162 
active seagoing ships of 1,000 gross tons and over. These ships were 
manned by 59,000 merchant seamen. 

The peak of the merchant marine was reached in February 1952 
when the fleet consisted of 2,046 active ships manned by 99,000 seamen. 

Beginning January 1952, coal, grain, and general cargo shipments 
to Europe and Asia sharply decreased. The National Shipping 
Authority began deactivating the Government-owned, privately 
operated ships and placing them back into mothballs. On March 1, 
1954, the American merchant marine shrank to 1,364 active ocean- 
going ships. Of these ships, 1,245 were privately owned and 119 
(sovernment owned. Most of the Government-owned ships were op- 
erated by private operators under charter or general agency agree- 
ment. This fleet was manned by 65,450 merchant seamen. 
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Thus, the American merchant marine from immediately pre-Korea 
to its peak in February of 1952 had increased by 76 percent, and em- 
ployment in the fleet increased by 68 percent. After achieving the 
required goal the fleet shrank until on March 1, 1954, it was only 17 
percent larger and employment was 11 percent higher than pre-Korea. 

Thus, the American merchant marine sharply expanded and con- 
tracted to meet the emergency shipping needs during this national 
emergency. 

On March 1, 1950, the MSTS nucleus fleet consisted of 157 ships. 
Of these ships 34 were manned by 6,785 bluejackets and 123 were 
manned by 9,955 civilians. The total number of MSTS shoreside and 
seagoing personnel was 19,500. 

By May 5, 1953, the MSTS nucleus fleet had expanded to 260 ships 
and craft. This is a 66 percent increase over March 1, 1950. Of 
these ships, 27 were manned by 10,585 bluejackets and 233 were 
manned by 19,247 civilian seamen. The total number of 29,832 
MSTS seagoing personnel was 78 percent greater than on March 1 
1950. Adding the 4,209 shoreside personnel to the seagoing person- 
uel, MSTS had a total of 34,041 male, which is 75 percent greater 
than they had on March 1, 1950. 

On March 1, 1954, the MSTS nucleus fleet consisted of 248 ships 
which is still 58 percent larger than it was on March 1, 1950. In his 
testimony before your subcommittee on March 26, 1954, Admiral 
Denebrink stated that his charts B-4 and B-5 “illustrate the manner 
in which the size of the MSTS fleet expands and contracts in con- 
formance with the requirements of the shipper services.” Charts B-4 
and B-5 shows that the MSTS expands and contracts the so-called 
MSTS commercial fleet but. keeps its nucleus fleet at its high level even 
when shipping is sharply decreased. This supports our argument 
that MSTS is interested in building its nucleus fleet into a shipping 
empire. 

It is clear that the military have more than a foot in the door. 
They are consistently pushing hard to take over a greater part of 
the merchant marine. This is appalling when we consider the fact 
that privately owned American-flagships are being laid up and many 
are sailing light because of lack of cargo. 

Our above observation was confirmed by Admiral Denebrink in his 
testimony before the House Merchant Marine and Fisheries Commit- 
tee on May 14, 1953. He very frankly stated that he believes that 
the MSTS nucleus fleet exists basically to provide the assurance of 
sea transportation of vital supplies and personnel in meeting sudden 
and variable military requirements. He concluded his theory with, 
“Accordingly, the MSTS nucleus fleet should be the basis of the 
Government operation and privately owned and operated vessels be 
the auxiliary and supplementary factor.” (Italics ours). He went 
on to point out that his theory is in accordance with section 101 of 
the Merchant Marine Act of 1936 and he referred to subsection (b) 
of section 101 which states that the United States shall have a mer- 
chant marine capable of serving as a naval or military auxiliary in 
time of war or national emergency. 

To us it is amazing that Admiral Denebrink would try to impress 
this incorrect interpretation of law upon congressional committees 
consisting of Members of Congress who are the maritime experts. 
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We have just finished stating that section 101 of the 1936 Merchant 
Marine Act specifies that Congress intends to develop and maintain a 
privately owned and operated merchant marine and not a military 
merchant marine. We are certain that when Congress mandates that 
a privately operated merchant marine must be capable of serving as 
a naval or military auxiliary in time of war and national emergency 
it means exactly what it says. The merchant marine must be ready 
to serve as a naval and military auxiliary in national emergencies. 
This is why it is called our Nation’s fourth arm of defense. 

We wish to point out that subsections (a), (b), (c), and (d) of 
section 101 of the 1936 Merchant Marine Act refer to one American 
merchant marine. How MSTS would dare isolate subsection(b) and 
interpret it to mean that it applies to MSTS, is beyond comprehension. 
They have expanded their theory to the point of believing that Con- 
gress passed the 1936 Merchant Marine Act to develop and maintain 
the MSTS. 

The above theory that merchant type ships, owned and operated 
by the military, form the backbone of our sea transportation is con- 
trary to the philosophy of our Nation as well as of the other major 
maritime nations. Traditionally, privately operated merchant. ships 
are depended on in national emergencies. 

We fully appreciate Admiral Denebrink’s frankness in honestly 
stating his theory. We go one step further when we repeat that the 
theory does not really expect the privately owned and operated mer- 
chant fleet to be supplementary and auxiliary to the merchant fleet 
operated by the military. Instead, the theory indicates that. there 
should be no privately owned and operated American merchant 
marine. 

To further illustrate our conviction that MSTS plans to further 
expand their shipping facilities beyond their military needs in sup- 
port of their military combat units, we quote what they stated in one 
of their publicity bulletins titled “Military Sea Transportation Serv- 
ice” which was published in 1951. They said: 


A bridge of these ships—over 200 of them—spans the 7 seas and links the 6 
continents. Their cargoes range from Sherman tanks to safety pins; their pas- 
sengers from doughboys to diapered dependent. 

It is indeed a sad day when the military start bragging about trans- 
porting safety pins and in the same breath denying that they compete 
for commercial cargoes with private operators. 

MSTS has entered commercial merchant-marine operations with 
full seriousness. They not only transport troops and their accom- 
panying equipment, but they transport dependents, contractor em- 
ployees, foreign students, and civilian employees of other Government 
agencies and other civilians over the scheduled trade routes on which 
private ships are sailing. 

Admiral Denebrink made a very interesting statement when he 
admitted that a large part of MSTS cargoes were private motor vehi- 
cles shipped overseas at a loss to MSTS ‘for military and civilian per- 
sonnel. He stated that the private operators were not interested in 
shipping these automobiles because of their light weight compared to 
the space they required. This is the type of reasoning which is spur- 
ring the military to take over our private merchant marine. To us it 
is a ‘simple matter. If the shipment of automobiles by weight is a loss 
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to both the private operators and the military then a space measure- 
ment rate should be applied, and the vehicles carried on private ships. 

MSTS, in its aren to build a shipping empire, has decided to ig- 
nore policies which are dictated by congressional legislative action. A 
most glaring example of this rashness is the MSTS operation of the 
LST’s which are under Japanese contract and manned completely by 
Japanese seamen. These ships are in the vital shuttle run between 
Japan and Korea. Thus, on the one hand MSTS argues that a mili- 
tary merchant fleet, manned by bluejackets and civil-service crews, is 
essential for national security. Then they climb out on the other end 
of the fence and man ships in a vital run with completely foreign 
crews. We strongly resent a statement which says that an American 
privately operated merchant marine cannot be depended on but for- 
eigners can be depended on in national emergencies. This is most 
cutting and insulting to the American merchant seamen and ship 
operators who have been highly praised for their magnificent achieve- 
ments during World War II and in the Korean war. 

MSTS spokesmen have consistently claimed that MSTS is operated 
under economical military management. Although we question 
whether the military can operate a traditionally commercial operation 
as economically as private operators, we state that the degree of eco- 
nomical operation of a merchant marine by the military is not the 
primary concern. The primary concern is whether private industry 
can adequately perform the shipping services for the development of 
our foreign markets and for the economic and military cargo require- 
ments during wartime. Also, since MSTS duplicates many of the 
private industry’s services, it is importat to determine the degree of 
duplication of services and costs. We are certain that private industry 
can operate more efficiently and at a lower cost to the taxpayer when 
all costs are considered. 

MSTS officials have been very clever by not stating whether the 
military operation of a merchant marine costs the taxpayer either 
more or less than it does under private operation. Actually, what they 
say is that the military operation of Government-owned ships costs 
the MSTS less than the charter rates paid to private shipowners. 

The MSTS cost data is not real and therefore not comparable. It 
is a well-known fact that MSTS pays only a portion of its operating 
costs out of the Navy’s industrial fund. Other costs of the MSTS 
operations are paid by various departments of the Government. All 
Government departments are supported by the taxpayers’ dollar and 
therefore must be considered as cost factors in the operation of a serv- 
ice agency such as MSTS. MSTS does not include in its ship operat- 
ing cost caleulations the pay and allowances for its military seagoing 
and shoreside personnel, (On March 1, 1954, there were 9,336 seagoing 
and shoreside personnel engaged in MSTS operations.) There is no 
vessel depreciation cost because the ships are owned by the Govern- 
ment and supplied to MSTS without ities. There is no cost fac- 
tor for the $85 million industrial fund with which MSTS operates, 
although this sum carries an interest charge to the taxpayers because 
this fund is part of the public debt. Ship improvements are not paid 
for by MSTS funds. Neither are some port charges, wharfage, and 
dock fees; some real estate equipment and other facilities used in 
MSTS operations; some insurance claims; a share of the cost of main- 
taining the Navy and the other two Military Establishment installa- 
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tions throughout the world which are used by MSTS;; postal services; 
communications over Navy wires; and some engineering and legal 
services. However, no one doubts that the taxpayers pay for all 
these cost factors even though they do not appear on the MSTS 
account. 

It is important to realize that in the cases where MSTS is in 
direct competition with our subsidized ships, the taxpayer is being 
charged twice for the same service. These charges are the operating 
differential subsidy paid to private operators and the cost of main- 
taining the MSTS. 

For years MSTS has had the point-to-point petroleum shipments 
handled by private tankers under contract to MSTS. These ships are 
operated by private companies and manned by civilian union crews 
under collective-bargaining agreements. At the present time MSTS 
is supporting proposed legislation which would provide for the private 
shipowners to construct 20 large tankers which would be operated 
under 10-year Navy contracts. Thus, the military does not claim 
that they must operate tankers for reasons of military control of 
the training, manning, compensating, et cetera, of the crews aboard 
these ships. Nor do they say that the private tank shipowners are 
incapable of efficient point-to-point petroleum shipping. Therefore, 
we state that there is also no justification for the MSTS operation 
of dry cargo and passenger ships. In sum, what we are saying is 
that if the military feels that they need the assurance of having 
available privately operated dry cargo and passenger ships they should 
expand their philosophy pertaining to the tankers and make availa- 
ble long-term contracts to the private operators of dry cargo and pas- 
senger ships. 

We wholeheartedly support the principles of S. 1439 which was 
introduced by Senator Warren G. Magnuson in the Ist session of 
the 83d Congress. We suggest further amendments to curb the growth 
of a military merchant marine. We suggest that the language of 
page 2, lines 2 and 6, be changed as follows: 

The armed services of the United States shall utilize such privately operated 
shipping services for the transportation of commodities and civilian and military 
personnel. 

(Italic is our suggested amendment.) The same change would be 
included on line 17 of page 2. 

We also suggest that subsection (b) (2) be amended to read as 
follows: 

Nothing contained in this subsection shall require (A) the use of privately 
operated American shipping services unless it shall be offered at rates deter- 
mined by the Federal Maritime Board to be reasonable, based on efficient 
American-flag operation; or (B) the movement of troops and their accompany- 
ing equipment by privately operated American shipping services, when such 
shipping services are not available at reasonable rates. 

We suggest these amendments to S. 1439 because we firmly believe 
that troops as well as their support supplies should be transported 
in privately owned ships if available at reasonable rates. There is 
no reason in the world why the troops should not be transported 
through existing private facilities rather than setting up a military 
shipping organization to do it. In our opinion we could better use 
the military manpower in strictly military operations instead of 
setting them up as a duplication of existing civilian functions. 
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Also, we do not believe that the military should be empowered to 
state that certain ports and areas shall be closed to merchant ships. 
‘These ships are manned by loyal Americans who have been screened 
for loyalty by the Coast Guard in cooperation with other govern- 
mental security agencies. Besides, at an outbreak of an all-out war 
the merchant ships will be sailing into every port and area where 
required. During World War II, the merchant ships took part in 
every major military operation including the Normandy invasion. 
Too, the continued operation of transports by MSTS prevent pri- 
vate companies from building and operating ships. 

We respectfuly urge this subcommittee to recommend to Congress 
that MSTS be taken out of direct competition with the private 
American merchant marine. By so doing, you will assure our Nation 
that our Government is interested in and desirous of maintaining a 
privately owned and operated merchant marine to develop our for- 
eign trade and to serve as a military auxiliary in time of war. 

Mr. Auren. Thank you very much, Mr. Haddock. 

In accordance with the previous announcement you will give way 
to Mr. Coney, and we will take his statement now. 

Mr. Coney, would you like to step forward and make your state- 
ment ? 


STATEMENT OF JOSEPH J. CONEY, PRESIDENT, HILLCONE 
STEAMSHIP CO., SAN FRANCISCO 


Mr. Coney. My name is Joseph J. Coney, and I am the president of 
Hilleone Steamship Co., of San Francisco, Calif., an independent 
owner and operator of tankers continuously since 1929, I appreciate 
the opportunity of appearing before your committee. 

The tanker fleet sae the American flag consists of 7,992,000 dead 
weight tons, 4,152,000 tons owned by oil companies, 1,011,000 tons 
owned by the United States Government, and 2,829,000 tons owned 
by the independent tanker owners. The oil companies usually have 
sufficient tonnage to carry from 65 to 70 percent of their maximum 
needs and depend upon the independents to take care of additional 
requirements. This, of course, causes, even in normal times, a fluctu- 
ation in the charter market, rates being high when the demand is large 
and low when the demand is small. However, prior to World War II 
this fluctuation was primarily seasonal, and the discrepancy between 
maximum and minimum rates was not so great as to make it im- 
possible for the independents to absorb the variation in revenue and 
to plan their operations accordingly. Furthermore, prior to World 
War II, the question of supplying the United States Government and 
satisfying military defense requirements was not a determining factor 
since the needs of the Government were relatively stable and since 
the Government petroleum supplies were purchased on a delivered 
basis, the oil company which sold the oil arranging for delivery either 
in their own vessels or in chartered vessels. ‘The independent tanker 
operator thus occupied a very necessary position in the transportation 
of petroleum which was reasonably secured, his only competition for 
this particular market being from other independent operators who 
were subject to similar operating conditions. 

An analysis of the figures just given bears out an obvious fact which 
has been reflected in the tanker charter rates for the past year, that the 
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United States tanker market is overtonnaged. This is further evi- 
denced by the fact that 75 American-flag tankers are now in lay-up 
and this number is steadily increasing. Charter rates have sunk to as 
low as 50 to 60 percent be low USMC rates which is substantially be- 
low cost of operations, and there appears to be no expectation for re- 
lief of this depressed condition at any time in the foreseeable future. 

As is well known, just a few extra ships in the market will depress 
the charter rates. There are not only more than enough commercially 
owned and operated tankers at the present time to ‘take care of all 
present-day requirements, including those of the United States Gov- 
ernment, which would in itself hold tanker rates at a comparatively 
low level, but the situation is substantially aggraavted by the fact that 
the Government, through MSTS, is operating 55 tankers of its own 
and in so doing, in the face of the ample commercial tonnage, is actu- 
ally operating in competition with the commercial tanker owners, and 
more especially the independent tanker owner. 

During the years since 1940 the American tanker industry has been 
subjected to two prolonged periods of severe strain due to the vastly 
increased and abnormal demands made by the military in time of war 
and national emergency. At the start of the Korean emergency, in 
order to supply the military at rates which they ocnsidered reasonable, 
a voluntary tanker pool was formed which was participated in by 99 
percent of all American tanker owners. During the period of the 
emergency, world tanker market rates moved up to as high as USMC+ 
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200, but the pool rate was set at a maximum of USMC+25. The re- : 
sult was thé at the contributors to the pool suffered an samuel out-of- ; 
pocket loss of $35 million, either by chartering their vessels to the ; 


Government at a much lower rate than the going commercial rate, or 
by offering a vessel and then having to go outside and charter other 
ships at the higher market rates in order to meet their commitments. 
What it agen. amounts to is that the American tanker industry 
contributed a subsidy to the Government of $35 million. No other 
ndustry or segment of an industry has even been called upon to thus 
subsidize the Government as has this one segment of the shipping 
ndustry. 

Yet, at the present time the MSTS is not only further depressing 
the market by the mere presence of their ships in operation, but also 
by using their bargaining power to push the rates down when ships 
are offered to oo a 

The intent of the Government as expressed in the Merchant Marine 
Act of 1936, as amended, and in the Merchant Ship Sales Act of 1946 
is to encourage and foster a strong American merchant marine, of 
which the tanker industry forms a vital and strategic part. F urther- 
more, it is an avowed policy of the present administration to encourage 
private industry and to rely on private business for commercial serv- 
ices whenever satisfactory performance can be obtained at reasonable 
costs. It would appear then that the action of MSTS in continuing 
to use their tankers and their bargaining power to further debilitate an 
industry which, even without this additional handitap, would be 
struggling for existence, is not only inconsistent with but in flagrant 
violation of the policies and intentions of Congress and the admin- 
istration. To my knowledge, no other industry has ever received such 
treatment at the hands of the Government or any agency of the 
Government. 
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In defense of their continued encroachment in the field of private 
industry, MSTS points to its economical and efficient operation and 
insists that it must maintain a nucleus fleet until such time as industry 
can comply with a building program of 20 new supertankers which 
MSTS would charter in substitution for the fleet. it now operates. 

What MSTS pointedly fails to stress is the fact that their operating 
cost figures are not comparable to those of a private tanker operator, 
due to governmental accounting methods, nor do they reflect the actual 
costs to the taxpayer. MSTS does not include in cost computations 
the salaries and expenses of their Navy administrative personnel, nor 
any charges for depreciation or improvements to vessels. Also not 
included are reasonable charges for insurance or self-insurance funds; 
some port charges, wharfage and dock fees; postal and communica- 
tions costs; and engineering and legal expense. However, these costs 
are all paid for by the taxpayers. From an economic point of view, 
I do not believe that if all of the actual costs of MSTS of operation 
were taken into account, they could possibly compete with the opera- 
tions of a civilian shipowner. 

The American tanker owner in the face of continued operating 
losses cannot afford to support what should rightfully be a Govern- 
ment reserve fleet by carrying the expense of laying up his own 
tankers. To the tanker owner these laid-up tankers are not reserve 
tankers, but surplus tankers, and these ships will either have to be 
liquidated by scrapping or left to run into such disrepair that they 
cannot be depended on as a reserve. Certainly it would be a so-called 
feather in the cap of MSTS if they could get the American tanker 
industry to keep on subsidizing the Government’s tanker program 
by supporting the reserve fleet, but the time has now come when it is 
financially impossible for the tanker owners to do this. 

Speaking as an independent tanker owner and operator and one 
who has cooperated wholeheartedly with the Government in both 
national emergencies and in every phase of the Government pro- 
grams, I can only reiterate that American-flag tanker owners cannot 
operate under present charter rates except at a loss, that the operation 
by MSTS of 55 ships in competition with private industry isa highly 
contributing factor in keeping the rates depressed to this point, and 
that unless these 55 ships are withdrawn and put in reserve fleet 
immediately, some segments of the American tanker industry will 
experience difficulty in surviving. In the final analysis, the insistence 
of MSTS on operating their tankers could result in irreparable dam- 
age to the American merchant marine, and consequent disservice to 
the American people. 

Mr. Auten. Thank you, Mr. Coney. 

Questions. 

Mr. Norsxap. I have no questions. 

Mr. Auten. Mr. Bonner. 

Mr. Bonner. How many tankers were built by private industry? 

Mr. Coney. That is on the first page. 

Mr. Bonner. How many are there—2,829,000 tons owned by inde- 
pendent tanker owners ? 

Mr. Coney. That is right. 

Mr. Bonner. How many of those were built by private operators? 
What percentage of that? 

Mr. Coney. I could find out, but I wouldn’t know now. 
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Mr. Bonner. I don’t mean an exact figure. 

Mr. Conry. Approximately 500 T-2 tankers were built by the Gov- 
‘nment during the war. 

Mr. Bonner. You have no breakdown in this statement ? 

Mr. Conry. I can get it for you. 

Mr. Bonner. That is a breakdown showi ing what tankers were built 
by private shipbuilders, that is those now in operation in this group 
you point out? 

Mr. Coney. I can get it and submit it as an addenda to this, if you 
like. 

Mr. Bonner. Of course we can get it. I was thinking perhaps you 
knew. 

(Nore.—Information furnished June 10, 1954, to subcommittee 
counsel by Maritime Administration Assistant General Counsel in- 
dicates approximately 45 out of total of 182 tankers owned by inde- 
pendent tanker operators were originally built for private account. 
Most of these 45 vessels are of other than T-2 types.) 

Mr. Conry. I was going to arrive at that by the fact that I would 
say there are 180 T-2 tankers operated by American owners. 

Mr. Bonner. Private ownership ? 

Mr. Conry. Yes. So the rest of that would be privately built ships. 
There are a lot of ships built before the program of the United States 
Government and there have been a whole lot since. 

Mr. Bonner. This includes the commercial carriers? 

Mr. Coney. That is right. 

Mr. Bonner. As well as the independent operators? The 4,152,000 
tons are owned by—— 

Mr. Conry. By the oil companies. 

Mr. Bonner. Is the portion of private ownership greater, that is 
referring to the figure of 2,829,000 tons? 

Mr. Conry. I should imagine that a great portion of the indepen- 
dently operated fleet were ships built by the United States Government. 

Mr. Bonner. The overwhelming proportion of the 2,829,000 tons 
were war built tankers sold under the Ships Sales Act? 

Mr. Coney. Yes. 

Mr. Arien. Did you mean privately owned or independently 
owned ? 

Mr. Conry. That is what I meant. 

Mr. Auten. You are not including the big oil company fleets? 

Mr. Coney. No. 

Mr. Bonner. That is what I meant. 

It makes no difference. We sold them in good faith. We sold them 
to encourage private operation. 

By the same token, the tankers being used by MSTS are withdrawn 
from the reserve fleet ? 

Mr. Conry. That is right. 

Mr. Bonner. Here you have 77 laid up. You are carrying the re- 
serve which we intended to be the cushion in the national defense in- 
stead of the Government carrying the reserve. 

Mr. Conry. That was the point I was trying to make. 

Mr. Bonner. That is what I gathered. 

And if the MSTS were to retire to the reserve fleet such war-built 
tankers as they have. and your fleets, the fleets you and your associates 
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represent, could carry on the work and the requirements of the Navy 
in the national defense with equal and adequate efficiency, and at a 
lower cost, that is what you want? 

Mr. Coney. That is the point I was trying to make; yes. Of course, 
others than the fleet oilers during the war were carried by the general 
agency ships operated by civilians. 

Mr. Bonner. The MSTS, in encouraging the trade-in of tankers 
and building of the 20 large tankers to be used as charter ships, does 
it show good faith to continue the present operation and then ask for 
this on the other hand. 

Mr. Coney. The mere fact that they have admitted that when these 
new 20 ships come out they intend to lay up these other ships and 
put them into reserve fleet would indicate that they are delaying 
the actual laying up of these ships now when they should do that 
immediately, and if they need to replace those, time charter, if neces- 
sary, the present private ships. 

I have understood that one of the arguments of the MSTS was that 
if they did lay up these ships, or put them away, it would immediately 
advance the charter rate to such an extent that the Government would 
be paying through the nose due to the fact they were laying up these 
ships. 

But I am certain that they can time charter for a period of 1 or 2 
years such ships at a rate that would give a fair return, yet would 
not make the Government pay through the nose while laying up the 
ships. 

Mr. Bonner. If they were to follow your recommendation, and if 
this could be brought to pass—I don’t know whether or not it could 
because in some way national defense has miraculous powers around 
Capitol Hill here—then we would be carrying out the administration’s 
stated position with respect to encouraging private business? 

Mr. Conry. That is what I would think. 

Mr. Bonner. And if sufficient pressure was put on the source of that 
statement, then it could be brought to pass. But it weakens my inter- 
est in the tanker constructon bill, that is this very situation you point 
out. That is the reason for my doubt about the tanker construction 
bill. 

There was a very fine witness here just a few days ago who testified 
in the intercoastal trade that these large tankers were not suitable for 
the operation used, and they were primarily suitable for offshore 
trade, supplying the fleet, and so forth. 

Is that about right? 

Mr. Conry. I made a survey of the uses for various-sized ships, both 
on the Pacific coast and on the Atlantic coast at the time that Assist- 
ant Secretary of Commerce Murray asked not for these particular 
20 high-speed ships but others they wanted to trade in. 

At that time we ascertained that on the Pacific coast the largest 
ship which could be used was 18,500 and 19,000 tons. 

Where a few of the supertankers had been tried, such as from 
Hispera Bay to Point Richmond, the ships were too big, depths of 
water were insufficient, and also storage facilities were such that they 
couldn’t be accommodated. 

On the Atlantic coast, other than for the transportation of crude oil 
these very large tankers are not practicable. 
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In the products trade there may be 1 or 2 companies in the whole 
Atlantic seaboard which have the facilities large enough to take the 
capacity of one of these supertankers. 

The supertankers, even the very great-sized ones, are necessary when 
you make a long haul from the Persian Gulf to the United States 
because it brings the cost per barrel of the transportation down to very 
reasonable amounts, so that I don’t know where the military are going 
to use these 25,000-ton high-speed tankers except for offshore work. 

Mr. Bonner. You have laid up seventy-odd T-2’s, have you not? 

Mr. Conry. They are not all T-2’s. 

Mr. Bonner. The T-2’s could be shifted to the national-defense 
requirements ; could they not? 

Mr. Coney. Yes. 

Mr. Bonner. Would you be better off after you participated in the 
trade-in proposed program ¢ 

Mr. Coney. I understand that—— 

Mr. Bonner. I say, Would you be better off ? 

Mr. Conry. No. It all depends on what you get as a trade-in. As 
I pointed out to them, if you got a trade-in of the cost of the ship 
minus the depreciation, plus any betterments minus depreciation, that 
the cost of that ship, or the trade-in value of that ship, certainly 
would not be over $1 million. 

Suppose you traded in 2 of those ships at $2 million? The cost 
of 1 of these supertankers I imagine will be somewhat close to 
$8 million, so that you are starting off with a capital cost of $6 
million. 

Mr. Bonner. You would be worse off in the end than you were 
at the beginning: would you not ? 

Mr. Coney. You wouldn’t be better off. 

Mr. Bonner. I don’t know too much about the tanker business. 
That is one thing which has made me leery of this tanker proposal 
in the face of the MSTS not showing good faith at the present time 
to encourage private operation of tankers. That is a fair statement; 
is it not? 

Mr. Conry. That is a fair statement. 

You see, the tanker industry has been given a bad time all the 
way along the line on this thing. It sts arted off with the rates during 
the requisition period, or the taken-for-use period during World 
War IT. 

Tanker charter rates were traditionally higher per deadweight ton 
than dry-cargo rates were, due to the fact that a tanker depreciated 
more rapidly, her life was shorter, and the initial cost was higher. 

Yet instead of getting a 15-cent per deadweight ton higher rate 
than the dry cargoes, we got a lesser rate during this last war. That 
was No. 1 

No. 2, when we come to the Ships Sales Act, we were penalized 
to the extent of paying 8714 percent of the war-built construction 
cost when the dry-cargo ships were sold at 50 percent. 

The only statement that I ever heard as a reason for fhis was that 
most of the people that would buy these were major oil companies, 
and they could afford to pay it. It was originally supposed to be 
100 percent. 

We independent tanker owners were caught in the same situation, 
so that I doubt whether those ships were worth any more than 8714 
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percent a ships. So we have taken a beating all the way along on 
that thing. 

Mr. Bonner. That is all. 

Mr. Auten. You referred in your statement, Mr. Coney, to the 
defense tanker pool. Exactly what was that arrangement and what 
brought it into being ? 

Mr. Conry. Well, of course at the outset of the Korean emergency 
there was a worldwide shortage of tanker tonnage. As I pointed 
out, it is a matter of supply and demand. When there are fewer 
tankers than required the rate goes up very high, and the tanker 
rate reached up to as much as plus 200 percent. 

The military weren’t getting sufficient amount of tankage to cover 
their needs, and they were reluctant to have to pay 200 percent to 
have to get it. 

So more or less under the threat of requisitioning the American 
tanker fleet they asked for a voluntary tanker pool which was par- 
ticipated in by all of the tanker owners and actually was signed up 
by 99 percent of them, in which they agreed to undertake to supply 
every requirement of the military, and the pool was required to 
donate so much of this requirement. 

Each tanker owner was required to do that, and amongst that pool 
were foreign-flag American-owned tankers. We will say one com- 
pany had 15 percent of the tonnage in the pool. It had to contribute 
15 percent of the requirements. 

Many times, we will say, a large oil company had certain com- 
mitments to move from their refineries to their distributing points. 
They didn’t have sufficient tonnage to take care of both the military 
and their own requirements, so they had to go out and charter some 
outside tonnage and pay 200 percent for it. Yet they only got 25 
percent from the military. That is what I was talking about. It 
was actually out-of-pocket expense which they had to contribute to 
pay for the transportation for the military during the Korean 
emergency. 

I gave such testimony before another committee and they said, 
“Don’t cry any crocodile tears on that because they made plenty of 
money otherwise,” but that was a peculiar outlook on the situation 
because actually it was money out of pocket. 

Mr. Auten. What part, if any, did you have in the conduct of the 
affairs of the pool? 

Mr. Conry. I was a member of the pool committee from the outset. 
There again there was a matter of the rate that was set. The rate 
was set by the Administrator of the Maritime Administration as a 
fair rate. 

The way this thing was arrived at was to take the old War Shipping 
Administration rate which they had set when they owned all the 
ships and they were operating all the ships, and they were charging 
private industry for the use of these ships, they arrived at this series 
of rate from port to port and point to point as a fair, reasonable 
rate that the Government wasn’t making any profit out ‘of. 

Then they took this rate, and it is shown that the cost of operation, 
both for materials, fuel, and labor had risen 40 percent since the 
time that the War Shipping Administration set these rates, so it 
looked like a reasonable rate would have been War Shipping Admin- 
istration, or Maritime Administration, plus 40 percent. 
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But there again they insisted that 25 percent ought to be sufficient, 
and that we would make a decent profit at 25 percent, and then it 
was to be recaptured on top of that. 

Mr. Auten. Does this type of testimony appear in the hearings 
before another committee ? 

Mr. Coney. Some portions of it. I testified before the Potter com- 
mittee on merchant marine. 

Mr. Auten. Would it be correct to say that in times of great de- 
mand the military threaten requisition of your fleet, thereby putting 
you out of business, and in times of no demand they operate their 
own ships and leave you out of business? 

Mr. Conry. That is exactly the point; and, of course, there are 
income-tax laws with a fixed depreciation. Right at this particular 
time on ships that I own the depreciation is going on whether you are 
losing money or making money. 

When you make any money, when we were making any money on 
plus 200 percent, the Government takes the big whack out of 

, too, because of the excess profits tax in being at the same time, so 
he re is nothing left over to carry you through times when you are 
running at a loss. 

Mr. Auzen. I think it was Admiral Good who testified that these 
two tanker bills before Congress now were part of a move to keep the 
privately operated merchant marine in operation. 

I take it that the ability to make any money, or better your position 
by building one large tanker, would depend on a long-term time char- 
ter which would pay it out of the profit. Is that right? 

Mr. Conry. On that basis that wouldn’t be true, I think, because 
as I understand it so far this bill going through Congress has a limi- 
tation of $5 a dead-weight ton on the time charter, and you would lose 
a great deal of money operating that ship at $5 a dead-weight ton 
under time charter. Unless there is some gimmick in the thing some 
place or other I doubt whether you would get anybody willing to 
undertake operation at that price. 

Mr. Auuien. As I understand this in light of your testimony you 
would end up with $8 million of tanker to write off, and you would 
have $2 million from the 2 tankers to write off, and you would have 
a writeoff period of 20 years for the new tanker instead of 10 years 
for the older small tankers ? 

Mr. Conry. That is correct, except this: If you were a major oil 
company and were transporting your own oil, you could show that 
the larger tanker, even at the larger cost could show an operating 
cost per barrel slightly better than the two smaller tankers. But 
there you are not time charteri ing it at a depressed rate. 

Mr. Aten. What would $5 a ton be, translated in terms of the 
USMC plus or minus a percent ? 

Mr. Conry. I couldn’t say. Time charter rate doesn’t take into 
consideration the ship operated, that is fuel oii and time charges under 
a time charter rate. 

The War Shipping Administration rate avoids the charter rate, 
which would include those factors, so it would be a matter of speed 
of the ship, fuel consumption, and amount of oil delivered in tons or 
barrels per trip to arrive at that. 

I could figure the thing out but I cannot tell you offhand. 
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Mr. Aten. Have you made any attempt, or do you know of any 
attempt, which has been made to approximate ‘the cost in dollars and 
cents for an operation of a tanker by MSTS and the operation of a 
similar tanker by a private operator ¢ 

Mr. Coney. No, I have never done that. There is no way of getting 
the factors with which to make such an estimate. 

Mr. Norsiap. What is the difference in the size of the crew? 

Mr. Coney. There is not much difference in the size of the crew. 
There are a few more. 

Mr. Norsiap. Mr. Furcolo, formerly a Member from Massachusetts, 
made a speech on the House floor about 3 years ago, saying a Navy 
tanker had about 5 times as many men as a private tanker. 

Mr. Coney. That is true, but that is something else again. That 
is the crew you have on a Navy ship, yes. But a private operator 
must make a ship turn around within 24 hours and I doubt whether 
the military does. 

Mr. Norstap. That figure is approximately correct for a Navy fleet 
tanker ¢ 

Mr. Coney. Yes, that is right. 

Mr. Auten. Anything further ? 

Mr. Drewry. I wonder if you could supply for the record a list 
of the privately owned tankers presently laid up? 

Mr. Conry. Yes. I have one right here as of May 1. 

Mr. Drewry. Those are the 75? 

Mr. Coney. Yes. 

Mr. Atxen. It will be included in the record at this point. 
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Total laid up tonnage worldwide 


Dead weight 
tons 


United States flag. _- . idiakiaenellet 1, 104, 807 
Foreign flag sa eR et 790, 793 


Total.. 7 . ; noes “a a lilac - 1, 895, 600 


(The following data relating to laid-up tankers was later furnished 
for the record by subcommittee counsel from Maritime Administra- 
tion sources :) 
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Resume 


Our last résumé was as of April 10 and since that date the British steamships 
Esso Dublin, Esso Aberdeen, and Wolf Rock have been sold for scrap. The 
Turkish steamship Raman has returned to operation. The amount of tonnage 
laid up has, of course, grown considerably and now aggregates 535,251 dead 
weight tons. A comparative breakdown, by flags, of this tonnage follows 


Dead-weight tons 


United States 266, 634 
Panama 90, 934 
Liberia 39, 125 
Italy 37, 406 
Argentina 27, OOO 
France 16, 825 
United Kingdom 16, 240 
Spain wa 16, 067 
Greece 14, O62 
Norway 10, 958 

Total 5B5, 251 


JosepH S. OpPf, 
issistant Chief, Office of Tanker Services, N. 8S. A. 
Mr. Bonner. How many are MSTS-operated of this number ¢ 
Mr. Coney. They are not operating any of these that are laid up. 
Mr. Bonner. | understand that, but of that type? 
Mr. Coney. I think there are about 35 T-2’s laid up. 
Mr. Bonner. They operate 55? 
Mr. Conry. Yes. Of course there are a lot of old ships on here, too, 
Mr. Auten. Thank you very much, Mr. Coney. 
Mr. Bonner. Off the record. 
(Discussion held off the record.) 
Mr. Atten. The committee will recess until Monday at 10 a. m. 








STUDY OF OPERATIONS OF MILITARY SEA 
TRANSPORTATION SERVICE 


MONDAY, MAY 10, 1954 


House or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE To CoNsIDER OPERATIONS OF 
Minirary SrA TRANSPORTATION SERVICE OF THE 
COMMITTEE ON MercHaNr Marine AND FISHERIES, 
Washington, D. C. 

The special subcommittee met, pursuant to recess, in room 219, Old 
House Office Building, at 10:20 a. m., Hon. John J. Allen, Jr., chair- 
man of the special subcommittee, presiding. 

Mr. Auten. Mr. Haddock, do you want to come forward ? 


STATEMENT OF HOYT S. HADDOCK, EXECUTIVE SECRETARY, CIO 
MARITIME COMMITTEE—Resumed; ACCOMPANIED BY BEN MAN, 
SECRETARY, WASHINGTON COMMITTEE OF THE CONFERENCE OF 
AMERICAN MARITIME UNIONS 


Mr. Happock. Mr. Chairman, I want, if there is not any objection, 
I’d like Mr. Man to sit with me because if there are any questions 
asked about tables, he’d probably have to find them for me. 

Mr. Auten. All right. 

Mr. Drewry. Mr. Haddock, the Conference of American Maritime 
Unions—is that a relatively new organization ? 

Mr. Happock. Yes; it is new. It was set up—I don’t remember the 
exact date, but sometime in January, I think it is. 

Mr. Man. January 18. 

Mr. Drewry. And the membership is as listed on the cover sheet of 
your prepared statement ? 

Mr. Happock. Correct. 

Mr. Drewry. Last year there was a question raised on a point made 
by the union representative in San Francisco in opposition to the 
suggestion which has been advanced by several people in regard to 
the Navy tankers—the contract-operated tankers. 

I notice in your statement that you take the position that those 
tankers should be retired to the reserve fleet, and privately operated 
tankers perform the work to the extent possible. 

Can you tell me whether that is the present view of the entire group 
you represent ? 

Mr. Happock. That is the view of the entire group, and that follows 
out a policy that was adopted at the initial meeting of these unions 
which set up the conference in January. 
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Mr. Drewry. So the statement previously made—would it have been 
modified as a result of this new organization of the conference é 

Mr. Happock. I don’t know what the previous statement is. 

Mr. Drewry. The previous statement was made by Mr. Lundberg 

San Francisco with regard to the Navy oper: ated tankers—the con- 
tract operated Navy tankers—in opposition to the suggestion ad- 
vanced by Mr. Coney at that time that those vessels should be retired 
from service, 

Mr. Lundberg took the opposite position: that the arrangement was 
perfectly satisfactory, and the Navy could operate them more cheaply 
than the private operators. 

Mr. H ADDOCK. y es, that position would be modified in accordance 
with the policy he participated in in January, and is continuing to 
participate in. 

Mr. Drewry. Mr. Haddock, in the course of the statements pre- 
sented DY the military in regard to the essentiality of the nucleus 
fleet, one of the reasons advanced for such a fleet was the fact that 
they would avoid work stoppages wale h would otherwise be possible 

r like ly if they did not have the nucleus fleet to depend on. 

Ww ould you care to make a comment on that ? 

Mr. Happocr. Well, we have commented in our statement on that: 
that the fact is that the military cargoes have always moved in periods 
of strike in the maritime industry and we see no reason why they 
would not continue to move. Every strike they have we faced this 
question of military cargoes, and they have always moved. There has 
been no question about it. As a matter of fact, there is an arrange- 
ment worked out with the Government to see that they do move. 

Mr. Drewry. What would be the situation in the case of a small 
quantity of essential military cargo being the only thing on a ship 
that was military cargo? 

Mr. Happock. If it was ruled as essential by the appropriate Gov- 
ernment agency, it would move. We have never even attempted to 
determine the essentiality of the cargo. We have left that to the 
Government agency. If they decided it is essential cargo, that has 
been the decision. 

Mr. Suetiey. Mr. Haddock, when you say military cargo had 
moved, does that mean it would move while it was scheduled to be 
moved on a Government vessel or private vessel ? 

Mr. Happock. That is correct. 

Mr. Drewry. I think what I was thinking about on that point was a 
statement on page 5 of your statement that the cargoes classified by 
NSA were transported without delay. 

What does that mean, Mr. Haddock ? 

Mr. Happock. Well, the National Shipping Authority and the 
unions and the other Government agencies worked out an arrange- 
ment whereby the military authority tells the National Shipping 
Authority, “We have X cargo at Y point that needs to be at B point 
at C date,” and the National Shipping Authority would report that 
to the unions, and the unions moved the ship, if they told them to move 
1t. 

Mr. Drewry. It was the function of the NSA then to be the certify- 
ing authority? 

Mr. Happock. That is correct. 
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Mr. Drewry. In that case? 

Mr. H ADDOCK. Yes. 

Mr. Drewry. Have there been any instances of a serious nature of 
stevedoring delays in the postwar period involving military cargo? 

I assume your group would not be responsible for that; but | wonder 
if you know. 

Mr. Happock. Well, you had that New York strike, but I don’t 
know whether it affected military cargoes. I just don’t have the facts. 

Mr. DrREWRY. And your answer would be the same as to the west 
coast ¢ 

Mr. Happock. That is correct. But I may add on that point that 
the military uses regular longshore rs: so | would assume that 
they would work the military cargoes. 

Mr. Ray. I think the fact 1s, Mr. Haddock, they did not during the 
New York strike. 

Mr. Happock. During the New York strike they did not ¢ 

Mr. Ray. They are just now resuming the regular gangs. They 
have been using civil service employees during the strike. 

Mr. Happock. Well, of course, to carry that argument to its logical 
conclusion, what we need is not only the ships manned by military 
personnel; we need the mines manned by military personnel; and all 
the trains; and all of the depots manned by military personnel. So 
that the argument is just nothing but another attempt to militarize 
the industry. That is what it amounts to. 

Mr. Ray. I was not arguing that. 

Mr. Happock. I am talking about the Military Sea Transport 
Service’s position on that. It is a militarization theory, and a hope 
which they have. 

Mr. Drewry. Mr. Haddock, on page 14, in discussing cost elements, 
you stated that there is no vessel depreciation cost because the ships 
are owned by the Government and supplied to them without charge, 
when they are broken out from the reserve fleet. I assume that that is 
what you're referring to on that point about general agency ships. 

Well, anyway, is there no charge at all to the military where vessels 
are broken out of the national defense reserve fleet / 

Mr. Happock. You say, is there no charge ¢ 

Mr. Drewry. Yes. Who bears the breakout cost ? 

Mr. Happock. I don’t know. I think it would depend on the situa 
tion. I know in seme instances the Navy did bear the cost. Now, 
whether they were charged to MSTS as such, I don’t know. 

There are probably instances where MSTS has stood the charge. I 
know that in some of the ECA cargoes, that the ECA fund bore the 
charge of breaking out those ships. 

Mr. Drewry. But you don’t know as to the military cargoes? 

Mr. Happock. No, I don’t know whether it would be charged 
against the MSTS as such or against the agency furnishing the cargo; 
that is, the Army or the Navy or the Air Force, whichever it may be. 
And, of course, most of the cargoes are Army cargoes. 

Mr. Drewry. Is there, to your knowledge, any arrangement be- 
tween the Department of Commerce and the Department of Defense 
for the Department of Defense to pay any charge in the nature of, 
or in lieu of, charter hire for use of the vessel ? 

Mr. Happock. My understanding is that there is none. 
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Mr. Drewry. There is none! 

Mr. Happock. That’s right. 

Mr. Drewry. On page 15, you stated that if the military feels that 
they need the assurance of having available privately operated dry- 
cargo and passenger ships, they should expand their philosophy per- 
taining to tankers, and make available long-term contracts of dry- 

cargo and passenger ships. 

Is it your position that this is the answer to the problem here of hav- 
ing privately owned ships in operation to ship the military cargoes? 

Mr. Happocx. It is only part of the answer, I think. Certainly, 
insofar as berth liners are concerned, I don’t think that it is necessary 
to have any contract. All they need to do is to try to indicate, it seems 
to me, to the berth liners what the perspective is on cargoes, so the 
berth liners may be in a position to meet those cargo demands. 

Fore xample, the military will come along and offer—and I know of 
specific instances where they went to a steamship company and said, 
“We want you to carry a large number of military personnel during 
your peak period of passenger transportation.’ 

I was asked by the Washington representative of this particular 
company what I thought they ought to do. I told them I thought they 
ought to write the Military Sea Transportation Service bac k and teil 
the: m they were canceling all of their passenger spaces at that time, and 
they were going to carry the military personnel ; and, at the same time, 
they ought to ask the Milit: ary Sea Transportation Service to make 
available to them in their off-season months those passengers of mili- 
tary personnel and families and so forth that travel in the off seasons 
also; so their ships could be utilized the year around; and also ask 
them to please indicate what their future plans were so they could meet 
it in space in the form of new ships or chartered ships, whatever the 
situation may require. 

But that is not the only instance of offering passengers in periods on 
short notice, when it would appear to me—and, of course, I don’t know 
all the facts—that a little better planning could be had. 

Mr. Drewry. Well, in that particular case, was there some military 
urgency involved that required this heavy movement of personnel at 
a given time? 

Mr. Happock. I don’t know all of the facts. I know that the MSTS 
is operating troop carriers over this route; and whether or not 
they did not have troop carriers available at that particular time, I 
don’t know; or whether they were just wanting to offer a cargo of 
yassengers to see if this service could handle them, I don’t know. 

[ simply don’t know the facts in the case. But, in any event, some 
planning in a situation like that I would eee de be in order; and 
would certainly put the regular services in a position to meet the 
demands of the military. 

Mr. Drewry. By new construction, if necessary ? 

Mr. Happock. By new construction, chartering, or whatever the 
situation calls for. Certainly on many of these runs, new construction 
is indicated, it would appear to me. And if the military gets out of 
those runs, obviously additional ships are going to be required by some 
of the companies who are maintaining services. 

Mr. Auten. Do you have any questions, Mr. Ray? 

Mr. Ray. None. 

Mr. Autien. Mr. Bonner? 
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Mr. Bonner. Mr. Haddock, I am as interested as you are in seeing 
a large, adequate American merchant marine, sufficient to give great 
employment to the American seaman, to function as you say it should 
be functioning, and as section 101 of the Merchant Marine Act directs 
that it function; and the thing puzzles me as to why we can’t get it to 
function as we desire, all parties being interested to see it so, you 
from one angle, and others from another angle. 

Now, on page 10 you state, “We fully appreciate Admiral Dene 
brink’s fr: pares in honestly stating his theory.” And he has stated 
his theory; we know what his theory is: that the military wants a 
dependable means of transporting their supplies and equipment and 
troops. 

Now, when we ap proached World War I, the situation was that we 
were inadequately pre pared. Wasn’t that true 4 

Mr. Happocx. Ths at is correct. 

Mr. BONNER. And when we approached World War ig. we were 
woefully lacking in this ocean transportation; is that correct ‘ 

Mr. Happock. That is correct. 

Mr. BonNER. Then we built up this tremendous capability of ocean 
transportation, and entirely at Government e xpense, and we performed 
that job. And we drop ped off after World War II. 

Then with the Korean cat: strophe we went up ag vain in 1952 to 
046 active ships, manned by 99,000 American seamen. 

Now, we are agalh on the downgrade. So the history is of three 
trying, desperate occasions when we have found ourselves without this 
arm of the national defense. Is it the lack of business management, or 
is it the lack of Congress to carry out the directives, the law that was 
set forth in 1936, in the 1936 act, or is there any stumbling block in the 
way that prohibits the carrying out of the desire? 

I just feel sometimes we ought to be per fectly frank and bring all 
this out in the ope n, and just let the American people know. 

I was glad to have General Franklin’s quick and frank statement as 
to something that has tiated me—the operating cost and his ex- 
planation of it; and I am anxious to learn about that. I am anxious 
to be informed. I want to be fair and frank; and I have no personal 
feeling against any segment that operates the American Merchant 
Marine. I am interested in them all. 

Now, tell me just what is the trouble. 

Mr. Happock. With the merchant marine? 

Mr. Bonner. Well, Admiral Denebrink seems too sure and positive 
and he cites the incidents that we have gone over here as te why 


they need this large nucleus fleet. It is hard to disagree with him 
in the light of the experience we have ae in the past; and yet we 
do want to have it as privately operated, s far: oP eugse! a se lf-sup 





porting segment of the national de fense, as well as an adjunct to our 
commerce. 

Now, do you understand me clearly / 

Mr. Happock. There is no easy answer to this whole problem. But, 
dealing with it strictly within the bounds of the MSTS situ: ition, I 
think that the primary reasons are, (1) the lack of the administration 
to administer the 1936 act in accordance with the policy as set forth 
in it; (2) the failure of Congress to require that the administration 
really pick up the act and carry it forward as was meant. 
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Now, it costs more to operate the American merchant marine than 
it does a foreign merchant marine. And there is always a reluctance 
on the adiministration’s part to really face up to the questions involved, 
and make a real fight for it before Congress. And in many cases the 
appropriations committees will not stand up and appropriate even 
what the administration does ask in certain things. 

Then, on the other hand, the responsib le legislative committees have 
not always been militant in going to the appropriating committees 
and insisting that they appropriate sufficient moneys to make this 
policy V work. 

That puts the military in the position of going in and asking for it 
on the basis of a military operation: and then all of the Congressmen, 
not only those on the ap propriation committee, but everybody else, 
stick their hands in their pockets and say, “The military is asking for 
this: we can’t do anything to hurt the milit: ary, so we will let them go 
about their merry way.” 

Without any real basic regard to the tax cost to the American tax- 
payer and the operation of the Military Sea Transport Service, in my 
opinion—and I think if a competent accountant were brought in—it is 
doub . taxation to the people, because we certainly have the merchant 
mar which is subsidized to do the very same job th: it the milits ary is 
pst pa nas pieces, : 

Mr. Be INNER. Let us break it right down for a minute. We are 
speaking of the present now, of what MSTS is doing. That then 
would apply to the aftermath of the Korean incident, would it not? 

Mr. Happock. That’s right. 

Mr. Bonn r. Now, then, when we get back to World War I, we will 
say, and prior to World War IT, of course, there were the services, but 
they were not as insistent at that time that the Army and Navy should 
have this large military Navy transport and Army transport as they 
ire today under MSTS, were they ? 

Mr HTapn WK, World War | ¢ 

Mr. Bonner. After World War I. 

Mr - Happ cK. Well, at the time of World War I, and after the mili 
tary be yoked to the Congress for a policy on this question, various polli- 
cies were tried. None of them proved successful, and finally we came 
ae ve g¢ with the 1936 act. That is the act that was operative when 
Worl | War IT broke out. And T think that a real look at that situa- 
tion will show that the only policy that they had really started pushing 
that held out any hopes was the building of 50 dry cargo ships a year 
forthe lice ement of the fleet. 

But even at that time there was no real attempt on the part of the 
Maritime Commission to see that ships which were not required to fly 
the American flag under the coasting laws, or those which were not 
being subsidized by specific runs were brought under the American 
flag 

For example, the Standard Fruit Co. made application for construc- 
foreign flag, and no real attempt was made to bring those under the 
American flag by the Commission. It never has been made. As a 
matter of fact, the administration of the act has been carried on in 
such a way as to keep the ships out from under the American flag. 

For example, the Standard Fruit Co. made application for construc- 
tion subsidy under the 1936 act. A year went by and they heard 
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nothing from the Maritime Commission on it. It finally came to my 
attention and I started raising the devil about it: and after about a 
year or a year and a half Standard Fruit said, “Well, we can’t seem 
to get any satisfaction out of the Maritime Commission; we will have 
to go ahead and operate foreign-flag ships.” 

Now, those ships are under contract with the National Maritime 
Union, and we have consistently attempted to get the owners to put 
them under the American flag. But you can’t get things under the 
American flag when you have people administering the act to prevent 
them from coming under; and you have the same thing at the present 
time. 

There have been applications made for construction—for construe 
tion of ore carriers. Now, everyone is generally familiar with the 
fact that most of the ore is going to be transported in oceangoing ves 
sels in the foreign service. Yet the Maritime Commission and the 
Maritime Administration are not in favor of permitting those ships 
to be built and operated under the act; which means that they are go- 
ing foreign. 

Of course, there are a number of tankers being built and operated 
in the foreign trade that ought to be built and operated under the 
American flag: but, again, the administration of the act has been such 
as to force those companies to go under the foreign flag. 

And, in my opinion, that is just plain old maladministration, and 
nothing else but, of the act. Now, if they had said, “Yes; we want 
you under the American flag: the 1936 act Says that you ought to be 
under the American flag.” and go to Congress and let the Appropria 
tion Committee turn it down, if that is roiling to be the situation, then 
we could blame the \ppropriation Committee for that. 

But the Administration has never brought this question back to 
Congress for the money. They have just said, “There is no place for 
you under the American flag: stay out.” That has been their posit ion. 

Mr. Bonner. Well then, if it is a fact that you can’t operate an 
American merchant marine sufficient to provide the security that 
those responsible for the defense of the country deem adequate, then 
you can’t blame Admiral Denebrink for taking the strong position 
that he does, can you! 

Mr. Happock. Well, I certainly couldn’t blame him for taking the 
strong position that he wants to have the fleet sufficient to do the job; 
but I don’t think that fs just the position he has taken, Mr. Bonner. 

I think he has taken the position that he wants a fleet sufficient to 
do the job, and that the MSTS should operate the major part of that 
fleet. Now, that is the definite reaction we get from his testimony, 
because he has never at any time taken the position that this ought to 
be done by the private merchant marine. He has at no time to my 
knowledge stated that the private merchant marine is incapable of 
doing this. 

Mr. Bonner. Do you consider that all of the foreign flag ships that 
operate in our ports—do you proportion that as part of the interna 
tional commerce ? 

Mr. Happock. You mean that we should carry it ¢ 

Mr. Bonner. Yes. 

Mr. Happock. No; I don’t. I think we ought to carry a minimum 
of 50 percent of our export and import trade. 
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Mr. Bonner. Put your finger on that, and tell us what is the prob- 
lem, the reason we don’t carry it. 

Mr. Happock. Well, there are a number of things involved in that. 
At the present time it is a question of the policy of our Government 
not being carried out. We have this policy, section 101 of the act, 
which states it is the policy of our Government, quite clearly it seems 
to be, and it calls for—I am just trying to look for the exact words: 
“A substantial portion of the water- borne commerce of the United 
States.” 

Now, that has been generally interpreted to mean 50 percent or more, 
not less than 50 percent. I think the unions and management have 
taken the position that 50 percent is the fair proportion; and I think 
that the congressional acts have reflected that that is the interpreta- 
tion that Congress really puts on it. 

So that, assuming that to be the proportion that we ought to carry, 
I think what we need to do is to make effective that policy. Now, part 
of that is what I have been talking about: the maladministration of 
the act on the part of Congress, because we need to get into the com- 
merce these commodities which are now barred—that is, the oil and 
bulk-ore trades—which we are carrying practically none of; to bring 
them into the situation. 

Now, in addition to that—and this is, of course, getting away from 
the Military Sea Transportation question, and getting on to other 
problems—— 

Mr. Bonner. Mr. Haddock, it all ties in together, don’t you think 
it does? 

Mr. Happock. It all ties in together. I was just a little reluctant 
to go into it, because I don’t know whether your committee wanted to 
go into anything but MSTS. 

Mr. Bonner. I do think that the committee has got to consider all 
matters that affect the intent of the MSTS. And as Mr. Haddock 
has said—I have heard him say it—MSTS people themselves are very 
frank about it, so 1 just feel we have got to hear all the effects of it. 

Mr. Happocx. Well; being specific about your question, aside from 
the maladministration of this act by the Maritime Administration 
and the Maritime Commission and the Department of Commerce and 
the executive department generally—havi ig to do with the specific 
responsibility of the act—there are many other agencies of this Gov- 
ernment who have to do with the questions that affect the maritime 
policy of the Government. 

I don’t know of any single instance where these other Government 
agencies have conducted their affairs in a manner which would foster 
the policy of the United States Government with regard to the 
American me one t marine. 

Now, specifically, we have the Department of Agriculture which 
5 hips commodities or causes commodities to be shipped, We have the 
General Services agencies. We have the State Department. We have 
the various agencies that were established to handle relief and mili- 
tary cargoes. And in all of these instances those agencies have fought 
against the policy of the Government with regard to the American 
merchant marine. 

And when it came down to administering the responsibilities, the 
specific responsibilities of aid or whatever you have, where they have 
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come up face to face with the merchant marine policy of the Nation, 
they have chosen to disregard that policy and go out and work against 
the policy. 

For example, I don’t think it is any secret that historically the 
State Department has been opposed to an American merchant marine, 
in favor of foreign merchant marine. Actually, what they do—we 
have normally said that the State Department—we ‘ll, we have nor 
mally said that the lobbyists for foreign merchant marines and other 
misguided persons in the United States have lobbied against the 
American merchant marine. I don’t think we are in that position 
anymore, 

I think we are in the position of saying that the foreign lobbyists 
against the American merchant marine, including the State Depart 
ment, are out to scuttle the American merchant marine. And I want 
to seilpianiae that I would list the State Department as a foreign lob 
byist because they do go out and lobby for foreign merchant marines 
to the detriment of American merchant marine. 

And they have done that on record. There is no question about that. 

Mr. Bonner. Do you have any idea of why their philosophy is in 
that direction—the reason? 

Mr. Happock. Well, I think one thing certainly: They are in con 
tact with the representatives of these foreign governments, and these 
foreign government representatives carry out their maritime policy. 
They try to foster their merchant marines; and they discuss these 
questions with our representatives; and I think in many instances 
they thought the merchant marines of the foreign nations are impor 
tant to those nations and ought to be fostered, and that the Ame can 
merchant marine is in competition with those foreign merchant ma 
rines, and that it is hurting. And our representatives are just in 
capable of carrying out the responsibilities of their own Government 
under those conditions, I assume. 

Mr. Bonner. I have only two more questions, Mr. Chairman. 

I want you to enlighten me on why an unsubsidized American oper 
ator is capable of carrying on his business, when the subsidized oper 
ators seem to be having trouble with Government aid. 

Mr. Happock. Well, at the outset I want to say that since 1939 there 
has been no such thing as unsubsidized operators in the dry cargo 
business. 

Now, that doesn’t mean, of course, that they are under the 1936 act, 
but they have been receiving aid in one form or another. For example, 
the 50-50 cargo carriage has been a subsidization to those vessels; and 
there are not any of those companies that have not been operating 
actually as a result of one form of subsidy or another. 

Now, the form of operation of the nonsubsidized lines does give 
them certain advantages. For example, they can go in on a berth of a 
subsidized company and pick up choice cargoes by cutting the rate a 
little bit, arranging for immediate pickup and immediate delivery to 
certain points—that the subsidized lines can’t do. 

And, of course, nonsubsidized lines can act as agents for foreign 
companies—solicit business for them. As a matter of fact, some of 
the nonsubsidized lines operate foreign ships, and they solicit—they 
will have a small fleet of American ships, and solicit cargo on the basis 
of being American operators—and turn around and ship that cargo on 
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their foreign-owned or foreign-chartered ships, and carry it at a very 
low rate, and make that additional money. 

Mr. Bonner. They are not in what is known as a conference ¢ 

Mr. Happock. I beg your pardon. 

Mr. Bonner. I was under the impression that there is a rate con- 
ference by carriers. 

Mr. Happock. Well, there is a rate conference; but the rate confer- 
ence does not always affect the—the foreign-flag ship or the tramp 
ship does not always meet the conference rate. Their rates may be 
lower or higher, depending on the market. Right now they are lower, 
of course. 

And an American-flag company which is operating a foreign-flag 
tramp ship does not pay any attention to the conference rate. It is 
only the conference lines that follow the rates. 

And a company W ill come along a SO called American company— 
and solicit cargo from a shipper, and go ahead and ship it on a non- 
conference ship, a tramp ship, or a line that is not in the conference. 

Mr. Bonner. The subsidized companies—can they participate in 
; / 


Oo 
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activities of that nature / 
Mr. Happock. They can on certain cargoes, but not on cargoes 
generally. They can bid on certain bulk cargoes, but they can’t bid 
on them at shipload cost or shipload quantities. But say you have 

matter Of a cargo ot orain a liner col ipany cal "{ a8) in and bid on 
that at shipload quantities. 

Mr. Bonner. Mr. Shelley asks the question: Why? 

Mr. Happock. That is because of the Maritime Administration 
reg iT1ONs. ‘T hat is the only reason. 

Vir. Bonner. Now, vesterday in the New York Times, I noticed a 
r of foreign-flag vessels and American-flag vessels from the port 


w York 


One of the (J UCENS had 2.700 passengers. A couple of other vessels 


wel ( thou and some-hundred Passe nvers. And our top passenger 
vessel, the United Stat . Was one thousand some hundred passengers. 
Tl e€ majo! It of Internat ional passengel sure foreigners, or are they 


\(mericans / 

Mr. Happock. Americans. 

Mr. Bonner. Why is it they won't use the United States in com- 
parison to those other vessels y 

Mr. Happock. I think they will use American vessels if the Ameri- 

in vessels are available. There l simply not available American 
carrying space for them. 

Mr. Bonner. They all sailed within a day or two of each other, I 
noticed in this New York Times of yesterday. And these foreign-flag 
passenger vessels carried two-thousand-plus; and the United States 
car? ied one thousand plus. 

Mr. Happock. What is the capacity of the United States? 

Mr. Bonner. What is that? 

Mr. Happock. What is the capacity of the United States? 

Mr. Bonner. You know better than I do about this, or the size of 
the vessels. I thought she could carry about as much as one of the 
Queens. 

Mr. Happock. I am told 1,800. 

Mr. Bonner. Well, then, she was carrying in proportion to her full 
capa ity to the othe foreign vessels ? 
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Mr. Happock. I would think so. 

Now, there are several myths built up about passengers preferring 
the service on foreign ships. And there have been incidents where 
erews did not conduct themselves in accordance with the Americai 
tradition on ships, that have tended to militate against it: and those 
incidents have always hit the papers. 

Now, I think that is a question of the foreign companies having 
better publicity than the American companies. 

Now, there is also the overriding question of educating the Ameri 
can public both from the viewpoint of travel and the viewpoint of 
shipping to use the American merchant marine. Now, I think that 
is a job that the 1936 act gave to the Maritime Administration. I 
don’t think it: I know it, because it is spelled out spe ifically in the 
act. 

They have never done one thing about it. That is not quite fair. 
During the time Kennedy was down there, he started to do somethi og 
to promote the American merchant marine. I had a discussion with 
him at the time, I recall, and suggested that one of the things that 
ought to be done was to start right in the s ya and acquaint the 
school kids with the importance of the American merchant marine 
through contests 

And, to my knowledge, that is literally the only 
ever come of promoting the American merehant mar! 
Maritime Administration has. 

Mr. Suectey. How about Members of Co: 
(ucen Elizabeth and the (/ueen Mary? 

Mr. Bonner. Well, are there differentials in the transportation cost 
between the a CNS elie d ‘nited States? 

Mr. Hapvock. There is not. The cost is the same for the sam« type 
of service. 





ress going on the 


Mr. Bonner. The summary of what you have said is that we have 
failed administratively ; and ve have failed as a legislative body to 
properly support the American merchant marine. That sums it 
about. up ? 

Mr. Happock. That bas sically does sum it up. Now, in doing that. 
you don’t want to indicate that there are not some things that may 
need correct a operationally, t hat I am not familiar with. 

I am not an operating man, as you know, and there are no doubt 
improvements that could be made in the operation of some of these 
( ompanies If the Vv knew where the y were voing, and how they were 
roing to vet there: but again you have to come back to ( ‘ongress 

Look at the situation we are in in regard to the United States and 
the two large export passenge r ships. With that situation facing ship 
ping companies, if I were a shipping executive, I wouldn't go in and 
start building a ship unless I was forced to do so. 

Mr. Bonner. We might as well face the facts, and there is no use 
to cover up anything; and I believe the honest desire of the majority 
of the membership, of all the members of this committee, is to see a 
vigorous, active, large American merchant marine; and the only way 
we can find out the story is to get it from men like you who know it. 

Do you have any other views as to how we could improve it, other 
than what is in your statement? 

Mr. Happock. Well, there are several other questions that affect the 
national defense of the country. We have the whole question of the 
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coast wise, intercoastal pe At the outbreak of World War II 
we had approximately 450 ships in that trade that were immediately 
available to the national defense effort. We don’t have those ships in 
that trade any longer. 

Mr. Bonner. Is that due to the fact that land transportation has 
become so rapid and efficient that it is just eliminating them ? 

Mr. Happock. No, I don’t think so. I don’t think land transporta- 
tion is any more efficient now than it was before the war. 

I think the problem is that you have that portion of the waterborne 
commerce under the Interstate Commerce Commission, and the Inter- 
State Commerce Commission has always permitted the land trans- 
portations to establish discriminatory rates against shippers—or, 
rather, in favor of shippers at tidewater, and discriminated against 
them where they are not at tidews iter. 

Mr. Bonner. I think you’re absolutely correct about that. 

Mr. Happocx. I think that is the principal problem there. There 
are other problems, however, with regard to our coastal, intercoastal 
shipping: and that is the question of more efficient handling of cargo. 

Mr. Bonner. Modernizing the facilities ? 

Mr. Hapnpock. The facilities, terminals, and methods. That again, 
incidentally, happens to be a job that was de legated to the M: ritime 
Administration, under the 1936 act. 

Mr. Bonner. Well, that is private business enterprise, isn’t it ? 

Mr. Happocx. Well, it is a private business enterprise, but the Mari- 
time Administration has certain responsibilities in the field, 

Mr. Bonner. To encourage it? 

Mr. Happock. To assist in the development of this trade. 

Mr. Bonner. Am I right in concluding that the cost—that is, of 
paying MSTS. if those same dollars were contributed to private in- 
dustry in the form of merchant marine shippers, that it would bring 
a larger return / 

Mr. Happocx. I would say a very much larger return. 

Mr. Bonner. That is all I have. 

Ir. GaRMATz. You mentioned several departments of the Govern- 
ment that were not carrying out the intent of this section 101. You 
mentioned the Department of Agriculture, and the State Department, 
ind 1 or 2 others. 

Do you think it would do any good if they were brought before this 
committee, or the full committee, and were told what the intent of 
section 101 is, so as to carry that out? 

In other words, to clarify it, and probably insist that this particular 
section be carried out. 

Do you think that would help the ‘overt all picture any ? 

You say that seem » be a stumbling block. Would that help the 
particular picture of t he section 101 regarding the merchant marine as 
a whole? 

Mr. Hanpock. Yes, I do think it would be helpful. I think, as a 
matter of fact, of the advisability of the concurrent resolution or other 
appropriate legislation, which calls attention of the various Govern- 
ment agencies to the maritime policies and instructions, and instructs 
them in the carrying out of their responsibilities, where they cross the 
maritime policy-—that it be fostered. 

It sems to me that something like that is absolutely essential. For 
example, 1 was discussing recently with representatives of the Gen- 
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eral Services agencies the question of their utilization of foreign-flag 
ships in preference to American-flag ships. 

They told me that nothing would delight them more than that, but 
they felt that under the act where they were required to accept the 
lowest bid that they had no leeway at all. They simply had to take 
foreign ships and transport the goods on the foreign ships if their bid 
was lower. 

Well, I’m no lawyer. I don’t know the act well enough to interpret 
it in that manner. It seems to me, however, that where the 1936 act 
comes into confliet with these other acts, that the 1936 act should take 
preference. That is certainly my interpretation of it. 

You have this whole question of not only those agencies, but you 
have the Maritime Administration. Look at the situation where there 
are several companies wanting to build ships and can’t build them 
because the Maritime Administration will not give them money under 
the act. 

They want to go to change the rules before they will give them the 
money ; and now the President told them they can’t change the rules. 
And I understand they still say we are not going to build any ships. 

It seems to me that this is the sort of stuff that Congress just needs 
to pull some people up sharp. Now, of course, this whole question— 
the President is responsible overall for the executive branch of the 
Government; whether you need to go back that far or not, I don’t 
know. 

But you have this whole question of transfer of American ships 
to foreign fi: ags, just in direct opposition to the policy, yet it continues 
to happen. I just read one last week where it was transferred; and 
the sole reason it was transferred was to permit the company, to let 
the ¢ ompany pay its mortgage to the countr Vy. 

Well, things are coming to a pretty poor pass when we nermit ships 
to transfer to a foreign country because of financial obligation. I 
think, if we have to follow that policy out, we ought to tear down 
the heavy industries that are in debt in the country, and dismantle 
them, and ship them over to foreign lands; where farmers can’t meet 
their mortgages, let’s dig up the soil on the farm and ship it to the 
foreign lands. If we’re going to do that, let’s do it right. 

Mr. Bonner. What company was it in this case? 

Mr. Happocx. I beg your pardon? 

Mr. Bonner. What company was it? 

Mr. Happock. I don’t remember the company. However, there 
were two ships involved. I do remember that. They were going to 
permit them to transfer, to sell one foreign so they c ‘ould get the money 
to pay their obligation to the Government; and put off on the one they 
were keeping here in hopes they could keep that one. 

Well, that isn’t the solution to the question. If those companies 
want to transfer the ships for the reason that there isn’t much cargo 
available to it, well, cargo isn’t going to be made available by waving 
the magic wand of transfer. 

There are ships tied up under foreign flags too. 

Mr. Bonner. There must be some reason if cargo is not available. 

Is that the only reason ? 

Mr. Happocx. Well, I don’t know the only reason. Maybe they 
could have gotten cargoes to compete with some of the foreigners if 
their cost was as low as foreign companies. That undoubtedly had 
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something to do with it. But even so, I can’t see the point of trans- 
ferring foreign to solve the problem; because the foreign company 
with the low cost isn’t going to get the cargo if it isn’t there. 

If cargo Was available to all foreign flag ships, I would Say there 
was some merit in their desire to transfer them. sut I can’t see how 
they can operate them under foreign flag if presently foreign-flag 
ships are tied up. 

Mr. Bonner. If cargo is not available we cannot expect to build any 
further vessels, can we ? 

Mr. Happock. We certainly need to build vessels to take care of those 
cargoes Which we are carrying, and to increase our percentage in the 
carriage of cargoes: and we certainly need to build vessels to take care 
of those cargoes that are developing, such as the ore and oil cargoes 
under the American flag; and we ean certainly build ships, if they are 
not presently available, to take care of the normal troop transfers and 
movements t hroughout the world that are going on. 

Mr. AxLuen. Mr. Shelley. I have one question. You mentioned, 
Mr. Haddock. that the Standard Fruit vessels which are operating 
under foreion flags are now under contract to the National Maritime 
Union. Does that contract require the payment of the same wages 
and the same working conditions as on American vessels ? 

Mr. Happock. I am not famiilar with the contract, but it is my un- 
derstanding that it is a lower wage scale than the American seale. 1] 
believe it is around 10 percent lower. 

Mr. Suetiey. Do they have the same overtime provisions and pen- 
alty provisions in that contract as exist in the contract with American- 
flag operators ? 

Mr. Happock. Generally they do. 

Mr. Suettey. What flag do those Standard Fruit ships fly ? 

Mr. Happock. Honduran and probably Panamanian. I am not sure 
of the specific flags. 

Mr. Suetitey. What generally isthe makeup of the crew? Are they 
American seamen ? 

Mr. Happock. Everything. There are a few American seamen on 
them, but there are very few. And those American seamen that are 
on them are normally seamen who are naturalized from the area where 
the ship runs. For example, if it runs from Uruguay they are Uru- 
guayans W ho have become United States citizens, but have their fami- 
lies down at the other end. 

Mr. Bonner. What kind of contract is this with the Maritime Com- 
mission ? 

Mr. Suenuey. It is not a contract with the Maritime Commission, 
but he said these foreign-flag vessels by Standard Fruit operate under 
a contract with the National Maritime Union, which also has contracts 
with one of the eastern operators, and probably most of the eastern op- 
erators—the big operators. 

I asked if that was the same wage contract and working conditions 
as applied to Americans. As I get it, there is about a.10 percent dif- 
ference in the seale. 

Mr. Atuex. Mr. Haddock, in your statement at the bottom of the 
page you make this remark: 


All of us are familiar with the no-strike pledge given by the American mari- 
time unions during World War II. This pledge was lived up to and our car- 
goes moved on schedule. 
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In the statement presented for Admiral Carney, Chief of Naval 
Operations, he said this: 
The Government of the United States must protect itself by assuring there is 


in ready operating status under military control and under all conditions suf 
ficient vessels available to lift the minimum essentials of vital supplies 


And so forth. He goes on to Say: 


This represents the best insurance against shortages or limitations of com 
mercial shipping available on a voluntary basis and interruption of movements 
which might result from labor-management disputes 

On several occasions we have had a statement from those high hn the 
Department of Defense that they must have a militarily controlled 
fleet of some size because of the apprehension that labor-management 
disputes will stop necessary movement I know from local observa 
tion around Oakland ie there is : goat lity that a United States 
steamship, cargo ship, can come into the Navy sup] ‘ly center and 
loaded either by sili iry personnel or civil-service personnel, and 
there are no labor management disputes of the ordinary nature 
possible. 

What I would like to do is nail down whether this statement by the 
military is a justifiable reason for having a militarily controlled flee 
and I am anxious to have any examples that have ever occurred w cos 
eit her seagoing personne] or shoreside personne! which have to do with 
the loading and sailing of ships have been involved in any interruption. 

Can you give us any further light on that? 

Mr. Happock. I have been here in Washington since 1941, and there 
have been probably since that time 4 or 5 strikes of seagoing personnel, 
I know of no instance where military cargoes were delayed during 
that period. I may add those military cargoes included such things 
as empty beer bottles, and some of the safety pins they have talked 
about. So I think their own statement explains itself, that they just 
fear this without having any basis in fact for it 

Mr. ALLEN. Can you say that with some assurance that you have all 
of the information at hand? 

Mr. Happock. I certainly have all of the information insofar as 
seagoing personnel is concerned. Insofar as longshore personnel is 
concerned, I don’t have all of the information. 

The west coast longshoremen were in the Congress of Industrial 
Organizations up until 1951. During that period there were no stop 
pages involving longshoremen wherein military cargoes did not move. 
That is longshoremen on the west coast. 

Again I can’t speak for the east coast because I am just not that 
familiar with it. I do know that the longshoremen’s policy was the 
same as the seagoing union’s policy of the CIO at that time. That is, 
they would move military cargoes, 

I have had some conversations with representatives of the Army 
and they tell me that they have never had any trouble with this prob- 
lem. Their cargoes have always moved. 

Mr. ALLEN. We have had a discussion on the nucleus fleet, which 
incidentally is probably poorly named, but I use the term for want of a 
better name. Is there some thought we should come out with a state 
ment that would have to do with the size of that fleet? I am person 
ally pretty well convinced there must be some supply of vessels that 


can carry cargo and passengers that are under a military command. I 
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also think that the size of the nucleus fleet must depend on the size of 
the emergency which, of course, we don’t know. So I take it that the 
nucleus fleet must be more or less according to conditions. 

Can you give us any criteria by which you would limit such a fleet ? 

Mr. Happocx. I can give you criteria by which we would limit the 
fleet in accordance with my belief. I cannot give you one which would 
go to the statement you have just made, because I disagree with your 
statement about 180 

Mr. Auten. Let us settle some of the disagreement. Do you think it 
would be possible to have a merchant fleet available, loaded for a 
potential operation, standing by and not subsequently sailing ? 

Mr. Happockx. Loaded and standing by ? 

Mr. Atien. To meet a potential military need which did not 
eventuate. 

Mr. Happock. Certainly it is possible. I do not see any reason why 
it is not possible. 

Mr. Atien. Do you know any operators that would tie up their 
fleets that way ? 

Mr. Happocx. I do not think it is a question of tying up their fleets. 
If you are going to have ships standing by, and you want them to be 
privately oper: ated, then the Army has to indicate how many ships 
it needs for that sort of operation and make appropriate contracts 
with private companies to meet that operation. 

Mr. Atten. You would have them stand by and then load them 
iain. Do you think that would be a field for private endeavor ? 

fr. Happock. They do it for the Army. I think they can do it by 
private operators and do it a lot cheaper. I am a taxpayer and I want 
tosave money. I do not go along with the idea that just because wars 
are costly we have to have inefficient operations of the military. 

Mr. Atten. Would you say it would be an appropriate merchant 
operation to assign cargo ships to the fleets at sea subject to the 
military command of the Admiral in charge of the fleet to operate as a 
military unit? 

Mr. Happocx. If it is a vessel carrying on a generally merchant- 
marine type of cargo, I would say that is feasible and it has been done 
from the time our history began. As you will recall, the merchant 
ships originally were the Navy, and the merchant ships have always 
carried the merchant type cargoes and services to the fleets at sea. 
During the last World War the fleet at sea was supplied by merchant 
ships and not by Military Sea Transportation Service nucleus fleet 
ships so much, but actual merchant ships, as you know, and you were 
out there and saw them. 

Mr. Auten. I am not speaking of supplying a fleet by sending a 
ship out to unload and come back, but to send a ship out with a load 
of supplies and make it a part of a combat unit. 

Mr. Happock. No. We do not advocate to have merchant ships 
as part of a combat unit. There are various types of ships. While 
they are not actually fighting ships, they are necessary.as part of an 
operating unit—as part of a “fleet. You have certain ‘oilers, and you 
have machine ships, and stuff like that, that the Navy needs as part of 
their fleet, and it ought to be part of it. 

Mr. Atten. Would you then exclude all of those supply ships which 
go in with the initial amphibious attack to take a new beachhead? 
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Mr. Happocx. No; I would not, if they are carrying general car- 
goes such as munitions to supply or to deliver the equipment to the 
beach and replenish it. That is a merchant-type operation. 

Mr. ALtEN. I was speaking now of the initial attack—going in with 
the Nees that are required under fire in the initial attack. Would 
you make that merchant ? 

Mr. Happock. I certainly would. It has been merchant right up 
tonow. All of your big beachheads during the last war, the merchant 
ships were right there. 

Mr. Aen. I think they were supplied, but after the initial attack, 
by merchant ships. 

Mr. Happock. I beg to differ with you, sir. You go back to some 
of your islands in the Pacific and go to the Normandy Beach and to 
your North African supply and you will find that the merchant ships 
were there in large numbers, right along with the rest of them. 

Mr. Auten. Would you say that the nucleus fleets should be limited 
to those ships only that were under military command with the combat 
forces? That is about what you have said. 

Mr. Happock. That is about what I would say, and I would say 
that the nucleus fleet should be geared completely to the military re- 
quirements of the naval fleet, and not to the cargo transportation re- 
quirements of the Navy’s fleet. 

Mr. AuLEN. I want to get to another point. On the matter of sub- 
sidies which in seagoing American ships are higher than in foreign 
ships, I think we find ourselves fair ly well able to support appropria- 
tions which have to do with our military necessity. Recent reports 
with regard to the merchant marine, particularly the one released a 
few days ago from the Office of the Secretary of Commerce, indicate 
certain minimum sizes for a merchant marine which is required by 
the military for the defense of the country. I can see where we pos- 
sibly could arrange or get support for the subsidy of enough vessels 
in Operation to meet that military requirement, but I have not yet 
seen any policy developed where we could get additional subsidies. 

Is it true that we are to be limited in a subsidized merchant marine 
to the extent that the military requires one, plus the vessels that we 
can protect in other ways, or do you see possibilities of a larger one? 

Mr. Happock. At the outset, the requirement for merchant-type 
vessels that I have seen for the military fall far short of what I think 
we need. The figures I have seen are those figures which are just a 
little more than what the commercial requirements are. So if the 
military figures are going to stay as they are now, which is slightly 
above what the commercial requirements are, it would seem to me we 
do not face any problem at all. Actually, we think that we need many 
more ships than that. We think experience shows that. If experi- 
ence does not show that, it is a very simple thing to determine actually 
what the requirements are. All you need to do is to find out from the 
military what troops and planes, and so forth, they expect to have, 
and where and when, and make your own calculations. 

You don’t have to be a military man to do that, and I don’t think 
it is any secret because I am sure every nation in the world who has 
a military setup has the figures, and far more accurately than we 
would figure them anyway. I don’t think it is anything that is secret 
or should be kept from this committee. As a matter of fact, I think 
this committee needs it. 
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If you follow out, and if we are able to follow out, what we suggest 
we will have a much larger fleet than we do have commercially, and 
that fleet would be available, of course, in a military emergency. We 
think that is absolutely necessary. 

For example, during the First World War we required a little over 
2,000 ships. During the Second World War we had to build over 
5,000. During the Korean situation, which was a very limited opera- 
tion, we required approximately the same number of ships as were 
required during World War I. So we can take our experiences in 
these military situations, if they mean anything—and I am not sure 
they do—and we will know that we are going to have to have some- 
thing over 5,000 ships if we get into a new global war. 

[ am not satisfied with that figure. I would want to know, for 
example, how many troops were going to land where. We know gen- 
erally that you require 8 tons of cargo to place a single man at a given 
point, and we know it takes approximately 1 ton per month to supply 
him. That is a pretty simple thing to figure out, and you can do that 
for other branches of the service. 

The figure I have seen, slightly over 1,000 for the immediate and 
initial military requirements, I think is the most dangerous thing 
we can have. I think even the Korean situation disproves it. 

Mr. Atten. The point I was getting at is, I think it is true we are 
not going to have American ships operating in competition with for- 
eigners unless they are either subsidized or protected in the trade. Do 
you agree with that? 

Mr. Happock. Yes. I would definitely agree to that. 

Mr. Autien. The second point is, do you see any immediate pros- 
pects of getting subsidies through Appropriations for the operation 
of a merchant marine in excess of what the military tells us they need ? 

Mr. Happvock. Well, I don’t know because I don’t know whether I 
can gage the feeling in Congress or not. I would say, however, that 
if Congress—I would say if this committee and the Senate Interstate 
and Foreign Commerce Committee really decided they wanted the 
merchant marine policy of this country fostered, that you would get 
ships in excess of what we now have operated under the American 
flag under subsidy. I would say you could increase those by—I 
should think we would reach the 2,000 mark in operations such as we 
have nen now. 

Mr. ALLEN. Going over to the 50 percent discussion we had and the 
policy that you think should be favored of carrying at least 50 per- 
cent of our commerce in our own flag ships, do you know what the 
breakdown is by categories as to what percentage of the passengers 
we carry, and what percentage of the tanker cargo we carry, and so on ? 

Mr. Happock. I don’t know what those figures are. They are 
published figures, though, and I think they are readily available 
through one source or another. I would be glad to discuss with the 
counsel of the committee where they can be obtained and either obtain 
them or assist in obtaining them for him. 

(The following information was furnished by Mr.-Haddock from 
a report entitled “Maritime Subsidy Policy,” prepared by the Office 
of the Under Secretary of Commerce for Transportation and the Mari- 
time Administration, April 1, 1954:) 
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APPENDIX TABLE 6.—Volume of United States oceanborne foreign trade, 1937-38 
and 1948-52 


{In thousands of tons of 2,240 pounds 














Trad type of shin ( ry- 
rrade, type of ship and serv 1937 1938 1948 1949 1954 195] 1952 
ice flag 
Total imports and ex 82, 970 74, 597 114, 521 113, 306 117, 468 166, 670 162, 202 
ports 
Dry cargo 54, 044 44, O71 78, 278 71, 833 66, 332 110, 434 9, S42 
Liner 36, 026 29, 150 41, 990 49, OOF 42, 100 46, 530 43, 818 
United States 15, 559 10, 907 23, 109 21, 571 19, 948 21 
Foreign 20, 467 18, 243 18, 881 27, 524 22, 152 2 5 
Nonliner 18, 018 14, 921 36, 288 22, 738 24, 232 63, 904 6, 024 
United States 730 13, 659 18 2, 357 20, 858 11, S88 
Foreign 18, 018 14, 191 22, 629 16, 99% 21, 875 43, 046 44, 136 
Tanker 28, 926 30, 526 36, 243 41,473 51, 136 56, 23¢ 62, 36 
United States 6, 468 7,809 23, 497 27, 184 5 TF 23, 62 
Foreign 22, 458 22,717 12, 746 14, 289 30, 486 38, 73 
Total imports 39, 158 29, 613 57, 780 65, 034 82, 156 84, 391 10, 730 
Dry cargo 28, 783 20, 624 30, 352 31, 039 37, 435 39, QRe ), 239 
Liner 18, 762 13, 982 20, 219 22, 955 24, 046 24, 020 22, S2t 
United States 8, 191 5, 588 11, 776 10, 174 12, O89 12, 889 12, 022 
Foreign 10, 571 8, 304 8, 443 12, 781 11, 957 11,13 10, 804 
Nonliner 10, 021 6, 642 10, 133 8, O84 13, 389 15, 266 16, 413 
United States 553 3, 273 1, 565 298 2, 302 2, 438 
Foreign 10, 021 6, O89 6, 861 6. 519 13. 091 12, 964 13 
Tanker 10, 375 8, 989 27, 428 33, 99 44, 721 45, 10 1, 491 
United States 4.747 4,818 20), 798 4. 502 99, 336 x 4 
Foreign 5, 628 4,171 6, 630 7 20, 219 92. 769 $ 
Total export 43,812 44, US4 56, 741 48, 272 35, 312 82, 279 1,472 
Dry cargo 25, 261 23, 447 47, 926 40, 794 28, 897 71, 148 60, 603 
Liner 17, 264 15, 168 21,771 26, 140 18, 054 22, 510 20, 992 
United States 7, 368 5. 319 11, 333 11. 397 7 859 10. 479 013 
Foreign 9, 896 9, 849 10, 438 14, 743 0, 195 12, 031 1, 979 
Nonliner 7, 997 8, 279 26,155 14, 654 10, 843 48, 638 39, ( 
United State 177 10, 387 4. 183 2 059 18, 556 Q, Qi 
Foreign 7, 997 8, 102 15, 768 10, 471 8, 7R4 30, OR2 $0, 361 
Tanker 18, 551 21, 537 8,815 7,478 6, 415 11, 131 10, S69 
United States 1. 721 2,991 2, 699 2. 976 2,910 3,414 3, O71 
Foreign 16, 830 18, 546 6,116 4, 502 3, 5OF 7,717 7, 798 
Dry cargo imported by “industrial carrier is included in Liner Import Distribution of industri 


carryings inbound, for available years, is as follows: 1950—6,909,000 tons; 1951—8,289,000 tons; 1952— 8,289,000 
tons (estimated 


Source: 1937-38—U. 8. Maritime Commission; 1948-52— Bureau of the Census; Maritime Administration 
Form M. A. 7801 
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APPENDIX TABLE 7.—Percentage of United States and foreign-flag participation 
in United States oceandorne foreign trade, 1987-88 and 1948-52 


p and, service Hag (imports | 1937 | 1938 | 1048 | 1949 | 1950 | 1951 | 10952 
ar expor 
Dr argo 100 100 100 100 100 100 100 
Liner 5 67 6 54 68 63 42 | 44 
United Stat 29 25 30 30 30 21 21 
Foreign 38 41 24 38 33 21 2 
N liner 3 34 4¢ 32 ; 8 56 
United State 2 17 ’ s 4 19 12 
Fo m 33 32 29 24 33 39 44 
Tanker 100 100 100 100 100 100 100 
United State 29 26 65 66 5 46 38 
Foreign 78 74 35 34 | 46 5 62 
IMPORTS 
Dry cargo 100 100 100 100 100 100 100 
Liner 6 68 67 74 64 61 58 
United Stat 28 27 39 33 32 33 31 
Foreign 87 41 22 41 32 8 27 
Nonliner a5 2 33 26 36 39 42 
United States 3 11 5 1 6 7 
Foreign 35 29 99 2 35 33 a5 
Tanker 4 100 100 100 100 100 100 100 
United States 46 54 76 71 55 50 40 
Foreign 54 46 24 29 45 50 60 
EXPORTS 
Dry cargo . 100 100 100 100 100 100 100 
Liner 68 65 45 64 62 32 35 
United States 29 23 28 28 27 5 15 
Foreign 39 42 22 36 35 17 20 
Nonliner : 32 35 55 36 38 68 65 
United State l 22 10 7 26 15 
Foreign 32 34 33 26 31 2 5O 
Tanker - 100 100 100 100 100 100 100 
United States 9 14 3 40 45 31 28 
Foreign. 91 86 69 60 55 69 72 


Source: Percentages derived from data prepared by U. 8. Maritime Commission—1937 and 1938. Bureau 
of the Census—1948-1952. Maritime Administration Form No. 7801 
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APPENDIX TABLE 10 Waterborne and airborne passenger arrivals in the United 
States by overseas foreign areas,’ fiscal years 1949-52 


{In thousands of passenger 
Passenger ; 
by Passengers by sea 
United States United States 
A gn flag flag Foreign flag 
Nr Per 
' ft it 
} r, Nun Percent Num Percent Num esse 
sea ber f total ber ake her ‘ cen 
pas by air pas- | 9 le nem 1° total 
sengers andsea sengers by se sengers by sea 
F | 
4 i174. 8 19 330.8 69 117.8 26 213.0 64 
19 a. if 2 427 73 188. 9 14 938 9 me 
: ov. 4 4()] ¢ 137 } 4.1 66 
v4.9 } 458. 4 7 176.3 38 222.1 62 
A 
949 10 7.8 lt 41.3 84 m0 Q7 1.3 3 
; 2 38, 8 78 36. 5 { 9 ( 
38, 9 f 24 39 | 20. 9 9 . 
2 S t 13 47.3 57 14.6 94 2.7 6 
A 
+ 46 19 61 1.2 39 
2 5 1.5 58 1.1 412 
f 14 1.3 6 0 35 
oY 1.6 70 0.7 30 
O 
; l 61 , 95 0 
4 4 ; ~ R7 13 13 
3 42 ‘ 92 0.7 g 
’ 0.7 8 0.4 7 0.3 43 
\ 
a ‘ 31 18.4 8 2 1] 
19.9 - , 2 | r 
8] 14.4 19 12.2 QF 22 15 
84) 14.9 LL. 74 9 26 
ry sea and air, between noncontiguous 
I t ics do not include seamen, military per- 
. ro : tates r possessions, and cruise traveler 
Oceania statistics; thereafter included in 
\ 


Department of Justice 


Mr. Autien. We had one statement made the other day that the 
(merican-flag tramps are carrying 18 percent of the tramp cargo, 


which in turn is 54 percent of the total dry cargo moving in import 
and export trade. I was looking for similar figures for other cate- 
gories of ships. If you can furnish them I would like to include 
them in the record. Also, ao you have any compilations which show 


how many ships of the various categories would be required to carry 
5O percent of our trade? 

Mr. Happock. I think those figures are likewise available. 

Mr. Atten. And one further statement. You mentioned the State 


Department and it ttitude. I heard recently on two occasions of 
officials in that Department calling on me for help in protecting the 


\merican carriage of American cargoes. I do not want them to think 
their efforts are being overlooked. Have you seen any change or 1m- 
provement in recent months in the attitude of the Department ! 

Mr. Happock. No. I have seen a worsening of their position. Of 
course, When I refer to the State Department I am not referring to 
each and every individual in there. ‘There are some individuals in 
the State Department who I am sure feel quite strongly about foster- 
ing our own merchant marine, but nevertheless it is the official policy 
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of the Department to go out and lobby for foreign merchant marine 
against the American merchant marine. 

Mr. Aven. If you can find a policy statement I think we could 
possibly do something about it. We would like to try. 

Mr. Happockx. We can furnish you with that statement because it 
was made before a Senate subcommittee last week. 

Mr. Auten. I would like to have it called to my attention. 

Are there any other questions ¢ 

(No response. ) 

Mr. Auten. Thank you very much, Mr. Haddock, for your state- 
ment. 

Mr. Happock. Thank you, sir. 

Mr. Bonner. | have one other question I would like to ask Mr. 
H: iddock. 

Do you know of any way to reduce the cost of operations of 
American-flag ship ? 

Mr. Happocr. | do not know of any specific ways to do it. I think, 
however, that if labor and management could get together and dis 
cuss some of the questions and get adequate figures on some of the 
questions, that there may be certain areas in which slight reductions 
could be made. However, if you are referring to labor costs. | do 
not think that there is going to be any appreciable reduction in labor 
costs—not unless there is generally a reduction in labor costs in all 
industries throughout the United States. 

Mr. Bonner. On identical type ships does it take more men to 
operate \merican flig ships than it does to operate a foreion ship un 
der similar circumstances ¢ 

Mr. Happock. No. They run about the same. There are variations, 
but generally speaking the manning is approximately the same. 

Mr. Bonner. On an identical ship what is the difference ¢ 

Mr. Happock. That of course depends on the particular flag it is 
under. That will vary from flag to flag. Il can give it to you. 

Mr. Bonner. The difference between our cost of operation and the 
cost of our strongest competitor on identical ships is what I would 
like to have. 

Mr. Happock. I would say that the United Kingdom is probably our 
strongest competitor. The United States cost on a ship—I think it is a 
C-2 vessel would be—I don’t think they tell exactly what it is but they 
have fieures depending on the various trade routes. They have A, B. 
C, D. and E trade route designations and they run from $23,000 a 
month to $18,000 a month. ‘Phat is the monthly wave costs Ay) flag of 
operation on typical trade routes. The United Kingdom runs from 
$4,700 to $5,000. Let’s be specilic in this. 

The United States trade route C would be $20,000 a month. The 
United Kingdom $4,700. 

Trade route E would be $18,000 for the United States and— 

Mr. Bonner. You mean it would cost us about five times as much to 
operate ¢ 

Mr. Happock. About four times as much. 

Mr. Bonner. As between a British-flag ship and an American ? 

Mr. Happock. That is correct. 

Mr. Bonner. That is all. 

Mr. Auten. Do you have the figures on some very low cost countries 
like Italy and Japan? 
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Mr. Happocx. The British are about as low as they come on prin- 
cipal countries. The others all run a little higher than Britain. 

Mr. Auten. Are the British daily wages per man the same as the 
Italian per man? 

Mr. Happockx. No. When you get into that one I do not know what 
that is. We do not have the actual daily breakdown between ship 
wages of an Italian and the wages of a B ritish seaman. 

Referring to the maritime subsidy policy statement, they have 
gone into this w: age question, and on page 54 there is a whole paragraph 
on this question of the difficulty of comparing one seaman’s wage in 
one country with a seaman’s wage in another country. They say: 

Wages paid to United States seamen are not determined in the same manner 
as wages paid to foreign seamen. In the United States, for example, the bulk 
of the labor cost is actually the base wage and overtime paid to the seamen. 
In many foreign countries, however, the base wage is actually less significant 
compared to the overall labor cost, which includes payments made directly to 
the wage earner and also benefits to the employee and his family through 
various established funds and welfare programs to which the employer in some 
instances, and the employee in others, contribute. 

In the United States, social wage items as such amount to approximately 4 
percent of the total wages paid to a seaman. In Italy, on the other hand, the 
actual wages which a seaman receives do not even approximate 50 percent of 
the total labor cost to the steamship operator. The operator must pay certain 
specified amounts to the state or to special funds designated by the state for 
certain welfare and social security benefits available to the worker. Among 
these benefits may be listed disability, old-age pensions, tuberculosis, unemploy- 
ment insurance, marriage and birth grants, family allowance supplementary, 
social insurance, social solidarity fund, industrial accident and sickness insur- 
ance, and nonoccupational sickness insurance, housing allowance, support of 
orphans and protection of working mothers. 

In other countries where wages are low, provisions are made for the workers 
to participate in the benefits of the company. This situation prevails in Spain, 
Chile, Japan, and other countries. 

In other words, it is almost impossible, actually, to compare the 
earnings of a foreign seaman with an American seaman. 

More specifically, a breakdown of an Italian-flag monthly wage 
cost which we have done. It is very difficult to make an accurate 
comparison of the earnings of American and foreign seamen by com- 
paring base wages or take-home pay only. On the American side, 
direct payments or take-home pay constitute a very large percentage 
of the total wage cost to the operator. Social wage items constitute 
only about 4 percent of the total wages under the United States flag. 

Under the Italian flag, a vessel operating with a crew of 40 men 
would, in 1952, have a total monthly wage cost to the operator of about 
$6.200. Of this amount, social security alone accounts for about 
$1.310, or over 21 percent of the total wage bill. 
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Italian flag—C-.2-type vessel with crew of 40 


Percent to 
Wage cost 
Base wage Pot oe ‘ge 

Base wages $1, 645 26. 5 
High cost of living allowance J 1, 194 72. 6 103 
Mine risk... 204 12.4 3.3 
special allowance 128 7.8 2.1 
Christmas bonus 281 17.1 4.5 
Overtime . 803 48.8 12.9 
Sundays and holidays allowance 303 18.4 4.9 
Vacation ___. 145 8.8 2.3 
Cessation of service 192 11.7 3.1 
Secial security 1,310 79.6 | 21.1 

Vessel total... 6, 205 . 100.0 


Mr. Atten. Thank you again, Mr. Haddock. 

Mr. Suettey. May Lask another question, Mr. Chairman / 

Mr. Auten. Yes, Mr. Shelley. 

Mr. Suetiey. Do you know anything about the watch-standing con- 
ditions on some of these foreign ships! For instance, are the British 
standing a 2-watch or a 3-wate +h system # 

Mr. Happock. I think they st: and three, but I actually do not know. 
It is my Impression thi it the y ‘do st: und three. 

Mr. Suettey. Have you any information on the Japanese ! 

Mr. Happockx. No, I do not. I just do not know a thing about the 
Japanese. 

Mr. Sueiiey. All right. 

Mr. Auten. Thank you. 

Mr. Duke, will you come forward, please?) Mr. Duke, if you will, 
identify yourself for the purpose of the record and proceed to read 
your statement, 


STATEMENT OF GORDON DUKE, SOUTHEASTERN OIL, 
JACKSONVILLE, FLA. 


Mr. Duxr. My name is Gordon Duke and my company is South- 
eastern Oil of Jacksonville, Fla., tanker oil. 

Mr. Chairman, I will keep my eye on the clock, but I would like to 
read this, if I may, or summarize it. 

Mr. Auten. I assume your statement will take about 25 minutes, or 
20 minutes ¢ 

Mr. Duxer, It could. 

Mr. ALLEN. Does the committee have any wish as to starting now 
and continuing the statement tomorrow, or would you like to spend a 
little extra time and go to 12:20? I would suggest we proceed for 
about 15 minutes and then we will resume tomorrow and take you as 
the first witness, Mr. Duke. 

Mr. Duke. Allright, sir. 

My name is Gordon Duke. My company, Southeastern Oil of Jack- 
sonville, Fla., has owned tankers for some years. We have never 
owned any ships except oil tankers. And all of our vessels have been 
operated under the United States flag. 

My company is a member of the American Merchant Marine Insti- 
tute. Wesubscribe to the views presented by its president, Mr. Walter 
Maloney. 


45110—54—pt. 1 
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Despite the fact that my company has operated only tankers and 
therefore I can speak in detail only on tankers, I wish to offer a few 
observations on the broad subject of the MSTS impact on the entire 
United States-flag merchant marine. 

I have heard many public criticisms of the fact that the United 
States-flag merchant marine has to be supported by subsidies. I have 
understood that this committee has difficulty in explaining to their 
colleagues in Congress why public funds must be supplied constantly 
to support our merchant marine. 

One big reason for the public’s criticism and Congress’ complaints 
s, I believe, a lack of understanding of the extent to which the mer- 
chant marine is used as a defense auxiliary. 

If the portion of merchant marine costs which are actually defense 
costs were separated, budgetwise, insofar as is possible, the public and 
Congress would better understand the true situation which exists. 

The military are often able to make their budget appear to be much 
less than it is in reality. While so doing, the budgets of other activi- 
ties of Government suffer a black eye. 

I favor a sufficient budget for defense. I will lay down my last 
dollar, and my life, to defend my country. But I am in favor of 
identifying a defense dollar as just what it-is. I am sure the public 
can stand the truth. 

More and more in recent years the privately owned merchant 
marine has been used by the military almost as if it were a standby 
defense facility, to be given cargo and passengers on a what’s-left- 
over basis. 

One of the declared policies of our merchant marine is that it serve 
as a naval and military auxiliary in time of war or national 
emergency. 

MSTS has extended this stated policy of Congress to the point that 
our merchant marine is an auxiliary in time of peace, also. 

Defense Department represents itself as a good customer of the 
privately owned merchant marine. It seems to me this is as though 
I were to usurp your business and then offer you some of my patron- 
age when, as and if I can’t handle it—then point to my being one of 
your supporters—one whom you should thank. 

All of us in the shipping business know that both commercial ships 
and MSTS ships are running in competition with one another in many 
instances. As a taxpayer I object to this practice insofar as berth 
lines and passenger operations are concerned, because these particular 
commercial operations and the MSTS operations are both supported 
by the taxpayers—the first partially and the MSTS completely. 

Surely these duplicating services should be eliminated if possible, 
or reduced, if they cannot be eliminated. 

Unless there are some compelling reasons why MSTS should par- 
allel the industry’s berth lines and passenger routes, it seems that the 
military movements should be given to the commercial operators when 
possible, so that commercial vessels operate at as near capacity as pos- 
sible. This would mean less support of berth and passenger liners 
by the taxpayer. 

The commercial liners must sail with a part load in many instances, 
They cannot turn over to MSTS their commercial cargoes. But 
MSTS could turn over to the commercial liners much military cargo 
if they would do so. 
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If for some reason the military cannot be prevailed upon to turn 
over more of their movements to the commercial liners, then I hope 
the subsidized commercial routes will be reviewed. The number of 
routes or the number of sailings might be reduced if MSTS persists 
in operations which require commercial ships to sail partly loaded. 
As a taxpayer I do not like supporting duplicating facilities. 

Both as a taxpayer and a shipowner I have felt that the C ommerce 
Department has not shown sufficient interest in the conflict of MSTS 
and the privately owned United States merchant marine. 

I trust that this committee will urge that Messrs. Weeks, Murray, 
and Rothschild of the Commerce Department confer with Messrs. 
Wilson, Anderson, and Thomas of the Department of Defense. 

The review of MSTS activities might be confined to two simple 
points: 

(1) What types of passengers and cargo should MSTS handle. 

(2) To which destinations—secret military installations, Thule, 
Labrador, etc., that is, points not served by commercial shipping lines. 

In other words, let the all-civilian meeting decide the what and 
where of MSTS operations. Then let the professional military men 
determine the size of the MSTS fleet from time to time. It is the 
sailitars who knows best how much must be moved. Let them win 
their argument, “Only the military can determine what size the 
nucleus fleet should be,” while the civilian heads of Defense Depart 
ment determine what MSTS should move, and where to. 

Parenthetically, Mr. Chairman, I hope I make the point clear that 
if they take cargo-by-cargo item, passenger-by-passenger class, and 
then analyze each of the movements presently being handled by 
MSTS, I can’t conceive—and I am not in that type of business—but I 
can’t conceive that a great many movements presently being handled 
by the military are without valid reason. 

I also believe, again without respect to tankers on my present com- 
ment, that there are a great many destinations to which MSTS are 
presently carrying cargo without any valid reason. 

Such an arrangement will surely take MSTS out of many routes 
she is now involved in for no valid reasons. But—and I think this is 
important—it will leave their setup with a nucleus of staff personnel 
kept in trim operating ships, against the time they might need to 
expand their staff activities, because I as a citizen can’t conceive that 
there is not a place for MSTS. 

Insofar as certain limited operations are concerned it would appear 
to me that the desirability of the military to have a nucleus of staff 
personnel who have certain experience is a desirable and worthwhile 
goal, but I do not believe for a moment that there is any need for a 
large organization. I am thinking of a nucleus staff upon which they 
might expand when and as the necessity arises. 

I feel sure that any proper review of MSTS petroleum movements 
would demonstrate that there is not one valid reason for MSTS’ 
tanker operations. 

I would like to make clear that as a tanker owner I ask for no sub- 
sidies of any kind. As a private businessman I do, however, find it 
impossible to compete with a Government operation such as MSTS. 
Since there are obviously too many United States-flag oil tankers, 
either MSTS must lay up its vessels or industry must scrap a portion 
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of its fleet. Today there are about 79 idle United States-flag tankers. 
About half of them are T-2’s, only 10 years old. 

Mr. Chairman, I would like again parenthetically to say that possi- 
bly half of those boats are what I would say living on borrowed time, 
and probably have no just complaint as to the fact that they are idle. 
It is even probable in a great many instances that those boats would 
have been economically obsolete some months or even years back, had 
there not been an abnormal situation of labor. The half, roughly, of 
these 79 idle boats which are T—2’s, and something in the neighborhood 
of 10 years old, are not finished economically as to their hfe. Their 
reason for being idle is not the same as for the other half that are more 
than 20 years old, or are too small compared with today’s average 
tanker. 

I am thinking at the moment primarily not of the 79 idle tankers, 
but perhaps about half of them. 

Also I do want to add parenthetically that I hesitate frankly to 
bring up the subject of tankers, inasmuch as I am a tanker owner. 
Yet, having commented to the extent of my first part of my statement 
on the general situation, I hope tomorrow I might have the oppor- 
tunity to supplement it with a few comments on the broader subject of 
MSTS. But being in the business, I feel you have to have someone, 
even though they are pleading their own private case, if you will, who 
is going to say what the subject is on his line of business. I can’t lead 
General Franklin to talk about tankers. I can’t lead the tramp oper- 
ators to do it. I can’t leave it to my brother tanker owners, at least 
not entirely. I think there have been too few of them to come up and 
talk, as a matter of fact. 

However, I do apologize for in a sense offering testimony that is 
self-seeking in the sense of trying to find a solution to the problem. 

It is for that reason that I want to make it clear if MSTS lays up 
its tankers and uses the industry’s ships that might be fine for tanker 
owners, but if so doing is not in the national interest then I have no 
desire whatever to advocate any such step. 

However, insofar as I can see—and I am in dead earnest about 
this—national interests would be served by MSTS using industry’s 
tankers and placing their Government-owned tankers in a defense 
reserve for use in event of an emergency. 

I have three reasons for believing this would be in the national 
interest : 

(1) Such a move would cost the taxpayer less. There is apparently 
little if any argument on that point. 

(2) Such a move would provide a reserve of tankers which, accord- 
ing to defense officials, is needed. 

(3) Such a move would in no way—I might add so far as I know— 
weaken the staff of MSTS’ nucleus of personnel being kept in practice 
supervising ship operations. Thus, the logistics abilities of MSTS 
would not be weakened. 

When Secretary of Navy Thomas appeared before this committee 
just prior to Easter, [ don’t think he understood that MSTS doesn’t 
man their tankers nor do they perform the primary supervision of 
their tankers. All MSTS does is issue orders to their civilian agents 
(all of whom are private ship operators) telling these agents what 
cargo to pick up at what port and where to discharge the cargo. 
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If MSTS instructed their agents to use privately owned tankers 
instead of using the MSTS Government-owned tankers nothing would 
be changed except that the taxpayers’ cost would be less and Govern- 
ment vessels would be held as a reserve for national defense instead 
of privately owned vessels being kept in the reserve. 

It is worth noting that MSTS proposes to charter 20 newly built 
industry-owned and operated supertankers and whe | and if received, 
in not less than 3 to 5 years, lay up all, or nearly all, of the Govern- 
ment-owned tankers now in operation. It is therefore clear that 
MST knows it is safe to rely on industry to move all, or a major part, 
of their point- to- so petroleum « cargoes. 

Parenthetically, 1 understand that program to be about as follows: 
When and if legisl: a now before the Armed Services Committee of 
the Senate and also pending on the House side would authorize the 
Navy to enter into up to 10-year charters for vessels not now in exist- 
ence of a certain size and a minimum of speed, they would lay up an 
equivalent number of their existing motor T-2 type vessels and use 
these industry boats. Ac tually, the 4 Orion tankers whic h they have 
contracted for—and I think 2 have been delivered and 2 are yet to 
come in the next month or so, although it may be they ore gotten the 
third or the fourth one by now—they propose to lay up and have laid 
up part of it already, 8 of their existing T-2 type vessels. That is 
roughly the equivalent capacity that they previously used of the Gov- 
ernment’s ships. If we get these 20 so-called supertankers, and assum- 
ing they were 25,000 tonners, they would displace about 37 of these 
T-2’s. Then you would have the 8 laid up by virtue of the Orions 
and 37 laid up by virtue of the supertankers if they were 25,000 tonners. 
If they were aoe conceivably they might lay up a few more than 
37. But in any case, the 8 laying up and the 37 would make a total 
of 45, and they bate 55 at 1 point, so presumably it would leave 10 
vessels still in their fleet and Government-owned vessels in operation, 
But their report to the Navy Secretary last summer made quite clear 
under some circumstances which were not defined that they proposed 
and recommended they would lay up the remaining 10. 

The question is left open, to be perfectly frank, depending on con- 
ditions that might then exist, as to whether they would or would 
not lay up the remaining 10 that are not replaced by industry-owned 
and operated vessels. 

Insofar as I can see, the sole reason for MSTS continuing to have 
their private agents operate the Government-owned tankers for the 
next 3 to 5 years—until they get these industry vessels—is that MSTS 
budgets will be preserved for another few ‘years, even though the 
taxpayers’ costs will be higher for this interim period. And during 
this interim period we will have no proper reserve of tankers. At least 
half of the MSTS tankers could be withdrawn from service at once, 
and possibly all of them. 

I feel it 1s worth explaining parenthetically there that my reason 
for the comment that at least half, and possibly all is that if MSTS 
went into the open market for period charters on vessels today and 
proceeded to make it clear to industry that they were going to 
charter perhaps, let us say in the ne ‘ighborhood of 50 vessels, and re- 
place theirs, it would drive those rates up to a point where as a tax- 
payer I would not like it, although as a tanker owner I would be prob- 
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ably very happy. But being absolutely frank, as a taxpayer no one 
would have the right to suggest such a thing. 

Thus it would appear to me if they went in with a portion of their 
requirements to be covered, and whether they went any further or 
not would depend on where this rate level went to—and I am not 
advocating anything that is going to require my vessel out of idle 
layup. I can stand that, and I will stand it. I do not like it, and I 
am not trying to load this on MSTS or the taxpayer at all. I have an 
oil business that will manage to keep me eating, and I am not going to 
unload my burdens on any taxpayer, and I wouldn’t wish to have any- 
think here indicate I am advocating that for any other tanker owners, 
by the way. 

That is the reason why I wish to explain the number they might 
retire and the Shenton they y acquire from industry would be governed 
by the problem of this rate level. They would have plenty of room 
to have that rate level come up above ‘where it is today, but not to 
be driven out into some unreal level either. 

Secretary Thomas stated that laying up MSTS vessels would not 
solve the problems of the United States merchant marine. There is 
no doubt this is true. Also there is no doubt that such a move would 
help, however. 

Reduced to its simplest form, the MSTS matter seems to be: 

( (1) Shall MSTS’ budget or the taxpayers be favored ? 

2) Shall Government-owned or industry-owned tankers consti- 
sis the defense reserve facilities for the next 3 to 5 years? 

Mr. Chairman, my 15 minutes are up and I will do as you wish, 

Mr. Auten. I would suggest, if it is agreeable, that you run right 
through and finish it, and then we will adjourn or recess until 
tomorrow, 

Mr. Duke. Allright. I will quit interpolating then, Mr. Chairman. 

The Defense Department has stressed the fact that we should have 
a reserve of tankers for use in an emergency. Reserve facilities are 
something in existence, but not in use. Anything being used in every- 
day peacetime activities is not available to be broken out as extra 
capacity in an emergency. In other words, facilities in use are not 
a reserve, 

Certainly the Defense Department knows that it cannot rely upon 
pr ivi ite industry maintaining a reserve of idle tankers for any length 
of time, not even 3 to 5 years. Industry’s temporarily idle tankers can 
be called a temporary reserve, but to industry they are surplus ships 
which soon must find employment or be scrapped in order to save layup 
costs. 

Maintaining standby defense reserve facilities in proper condition 
for a period of years is the duty of all 160 million Americans, not a few 
private aiipownd rs. 

Unless MSTS places her Government-owned tankers in reserve 
layup—and they are the only Government tankers, Mr. Chairman, 
that are in existence—and uses the idle industry tankers, the latter 
will be serap ie 1d before long. Meanwhile, they are not being main- 
tained in the manner defense standby vessels should be kept. 

If we are to have a tanker reserve some realistic steps will have to be 
taken. If the reason for MSTS laying its tankers up is simply to 
make work for industry’s idle vessels, then I say let’s forget it. If 
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the overall considerations make it obvious that such a move is in the na- 
tional interest, then the move should be made. 

Iam an American first, then an oil man and a tanker owner. Like 
MSTS, I am conscious of what suits my own self-interest. But if my 
self-interest conflicts with national interest, I want my problem to be 
ignored. 

Whether a man wears a uniform or a civilian suit usually has no 
bearing on the degree of his patriotism. I believe the reason for the 
differences between MSTS and industry results from each side look- 
ing at the same problem, but from a different angle. 

Reasonable people usually arrive at a common decision when all 
look at the same set of facts from both sides of the problem. 

This committee’s hearings is enabling both MSTS and industry to 
lay their problems on the table where they can be seen from both 
sides. If Messrs. Weeks, Murray, and Rothschild will sit down with 
Messrs. Wilson, Anderson, and Thomas and lay all of the cards on the 
table face up, there are likely to be some decisions which will be in the 
national interest, without your committee having to legislate any so- 
lutions. If suitable agreement is not reached by these gentlemen, then 
I hope this committee will legislate the needed corrections to today’s 
situation. 

I wish to thank the committee for giving me the time to express my 
views. 

Mr. Auten. Thank you, Mr. Duke. 

The committee will recess until tomorrow morning, when it will con- 
vene immediately following the meeting of the whole committee, which 
I presume will be shortly after 10: 30. 

(Whereupon, at 12:20 p. m. the hearing was adjourned to recon- 
vene at the call of the Chair.) 
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The special subcommittee met, pursuant to recess, in room 219, Old 
House Office Building, at 10:15 a. m., Hon. John J. Allen, Jr. (chair- 
man of the special subcommittee) presiding. 

Mr. Auten. The subcommittee will come to order, and we will 
proceed with the hearings on the investigation of the MSTS and its 
relation to the operation and maintenance of the merchant marine. 

Mr. Duke, would you like to come forward and continue your state- 
ment? I believe that in the course of your presentation you said you 
would like to make some supplementary statement. If that is still 
your wish we would be pleased to hear it at this point. 

Mr. Duke. Thank you, Mr. Allen. I would appreciate it, sir, and 
it relates entirely to the MSTS matter. 


STATEMENT OF GORDON DUKE, SOUTHEASTERN OIL, 
JACKSONVILLE, FLA.—Resumed 


Mr. Duke. The only ships, Mr. Chairman, that private companies 
can operate without help is in our protected routes, the coastwise and 
intercoastal vessels. 

We all know that the country must have more than coastwise vessels 
in order to carry some of our foreign commerce and for defense re- 
quirements, and the Government, in my opinion, has no choice but to 
either assist in supporting these foreign commerce vessels or subsidize 
them. It is very much like supporting a battleship. It is something 
we must have; it is not an economic thing for private industry, and we 
simply have to face the fact that some sort of assistance by the Gov- 
ernment for the uneconomic industry-operated groups it simply has 
to be aided and supported by the Government. 

I am perfectly sure that industry would prefer not to lean on the 
Government and, in fact, many companies won’t do it. They simply 
won’t become involved in programs that necessitate any sort of Gov- 
ernment support or aid. 

The basic situation that we all must face regarding our merchant 
marine is simply that for national-interest reasons we need more 


ore 
355 








356 MILITARY SEA TRANSPORTATION SERVICE 


vessels than private firms need economically. We cannot hide from 
the subsidy issue. We should, however, reduce this subsidy or Gov- 
ernment aid to the very least amount possible consistent with national- 
interest requirements. 

There are a number of way it could be done, improving the situation. 
Obviously, designing the best possible ships and cargo-handling gear 
would reduce the Government support. This is a problem that is a 
responsibility of both owners and shipy: rds. 

Improving the management procedures will help, and there is, room 
for that, no question about that. 

Reducing construction costs would help, and there is a way to do 
that 

Wages of shipyard workers offer some opportunity to reduce these 
construction costs—and I am not talking shou the labor issue at all; 
I am going to get into that a little later if I may—and, in my very 
honest opinion, sir, would be the biggest aid in reducing construction 
costs for those of us who build boats in American yards. The con- 
struction cost is far more than the labor cost itself, though this labor 
cost should be dealt with, and will be in a moment. 

Reducing ship crew’s wages would help considerably, and on that 
score it seems to me, as far as one country boy can see it, there has 
been a lot of ducking of the conversation on that, which I personally 
think is inexcusable. 

In my own view, sir—and it is simply my own view for what it is 
worth—the subsidized lines are the folks who traditionally have set 
the ship crew’s wages by the simple process, which is understandable, 
that those people who are able to pass on these increased labor costs 
to the Government are the ones that the unions tackle, naturally. So 
would I if I were a union organizer. And I think the resistance of 
those people is not nearly what it would be if they were paying for it 
themselves. They negotiate a wage scale or fringe benefits or other 
matters that concern wage costs with lines who pass it on to the 
Government. When that pattern is set at that level then they impose 
it on the rest of us on an industrywide basis who have no way to pass 
it on to anybody else. 

Now, wages, therefore, is a concern to a private owner who usually 
negotiates these wage agreements, Mr. Chairman, only when it is a 
foreign wage that increases. Then he pays it. In other words, to be 
perfectly candid about it—and no discredit to anybody, but I am 
simply stating the facts as I see them—it is when a foreign wage 
increases that it would concern the fellow who is struggling to exist 
and would not concern the other fellow except as a deep-aside as one 
of the taxpayers who is going to foot the bill. 

Now, because of the fact that the Government probably is the big- 
gest payer out of these increased wages, this is a problem for not only 
industry and the unions—and both industry and the unions have got 
a big stake in this deal, and I say unions, too, because there is suc ha 
thing as pricing ourselves out—but the Government has a big stake 
in it, too, and a little later, in some specific recommendations that I 
wish to offer if it is appropriate rather than just leave a bunch of 
generalities hanging around, I want to deal with that, but in the 
meantime, sir, there is the necessity—and I say that from my point 
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to deal with any effectiveness with this matter of what part of the 
uneconomic p roblem of United States flag vessels related to our for- 
eign competitors can be attributed to wages, we have to first decide 
what are a ship crew’s wages and, if you please, a shipyard worke1 
wages, as related to parity of all American wages. 

I don’t think any of us have any desire or intention or wish to re- 
duce a shipyard worker’s or a ship crew’s wages below parity other 
American workers enjoy because the minute we try to do that we not 
only could not live with our conscience but we would have to subsi- 
dize the man’s family. If we are going to cut him down to where he 
can’t send enough money home to pay for the groceries, rent, and so 
forth, we would have to subsidize his family’s living costs if we pay 
him below parity. It would be fine to pay him the British wage, but 
unfortunately he can’t live on that. 

So what is parity? Maybe we are on parity, I suspect not, but I 
don’t have the means to determine exactly, so particularly what I 
have in mind, sir, is that we must determine what is parity and 
we must bring this thing down to parity. No union member, officer, 
or other person has any right to expect beyond parity, and when 
we find out what parity is we can take some sceps, as we may refer 
to a little later, to get this thing down to a parity level. How it got 
above parity is easy to understand; the resistance isn’t there at the 
levels a which these levels are set. 

Now, sir, it is important to point out that if my company’s figures 
are typical, and we believe they are, it costs us about $1,000 to $1,100 
at day more to operate a T-2 than it does our average foreign 
competitor. 

The greatest percentage that I have ee anyone suggest as pos- 
sible excess wages, shall we call them, or fringe benefits or overtime 
or various other factors, is perhaps in the neighborhood of 40 per- 
cent, and I don’t say that to be exact; I am saying that is the greatest 
figure I have heard by any reasonably intelligent or responsible 
person. 

Now, if the total wage is between $800 and $900 a day for the 
T-2 tanker, and if it is possible to reduce it 40 percent, we therefore 
could expect a reducing of this price disadvantage of United States 
flag boats by some $300 to $350 a day, but since the total disadvantage 
is $1,100 a day it is obvious we have another $700 to $750 a day to 
deal with, at least. 

Now, where can that be gotten off? One of the big rooms for a lot 
of improvement is in the ‘shipy: ard costs that result in more wages 
and an uneven feast and famine flow of work that we have to pay 
for, of course, and a very important additional item, Mr. Chairman, 
is this matter of what I call unnecessary manicuring of maintenance 
work, the annual work that must be done on a flagboat, and the 
4-year, we call them, special surveys. 

There is no doubt there is a whole lot of make-work for shipyards, 
which may be fine, but if we want to do it let’s not argue about it; 
let’s just go ahead and do it and suffer it as an additional and un- 
necessary expense that is not sufficiently related in many instances to 
this business of safety of life at sea 

That is an excuse, not a reason, for many of the things that we 
who are running American flagships are required to do. That is all 
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right with me if they want to vote to pay the wages, but let’s get 
at all these things that are unnecessary, uneconomic, or if we decide 
they are wise to do, let’s do them and quit hollering about them. 

Now, that is a matter the Coast Guard can deal with, and I have 
no doubt from my conversations with Coast Guard people of high 
rank that they are fully familiar with how the thing grew up, and 
probably to what extent it is unnecessary. I don’t wish to deal with 
the problem in detail and belabor it because it is not fair to take up the 
committee’s time and deal on it. 

So adding it up and summarizing it, how do we get subsidies down, 
because we have to have some Government aid on coastwise and 
intercoastal vessels. And I say I don’t think the Government should 
carry all of it, but neither do I think industry should carry all of 
t. We have labor costs, shipyard excessive manicuring, and you have 
the construction costs originally, and improvement of management 
procedures, which certainly offers some room for improvement. 

Now, sir, getting then to the point of MSTS. MSTS is not only a 
problem—they have a sort of a loose definition that floats around 
about their area of operation—it is not only a problem to shipowners, 
but it is a problem to shipyards which expect new construction, for 
easons, I think, that are very easy to understand. 

Today it seems to me that the shipyard problem is the urgent 
problem rather than the so-called merchant-marine problem. 

Now, the shipyard problem is a part of the merchant-marine prob- 
lem, but the most urgent phase of the problem as we see it, sir, my 
company, is this necessity to get some work into the yards if there 
is any work that has to be done, and there is. 

Both new construction programs that are contemplated today are 
tanker-construction programs, which is understandable. There has 
been an adequate ssinealeens of dry-cargo vessels, as far as I understand 
it, built and p anaes in reserve. ‘There has been some discussion that 
qui untitatively we nade enough boats; qualitatively there was some- 
hing to be deuirad.1 rut it was not important. 

Therefore, when we think of getting work into shipyards we are 
not thinking fundamentally of dry cargoes. We think of tankers 
for the simple reason that it has been stated by Defense oflicials that 
we need more tankers than exist today, some of which should be placed 
in reserve for military need in a moment of emergency. 

So I think it is perfectly natural that the maritime officials have 
looked at the shipyards’ need for work and then looked at the deficit 
in tankers and said, “We ought to devise a program to build tankers,” 
which gets back tothe MSTS. 

The MSTS program—we call it the Navy program—is for 20 high- 
speed supertankers to be constructed by private industry, with an as- 
surance at the outset of up to a 10-year charter with the Navy; 
provided the legislation approving this is passed. It is pending in 
the Senate and in the House. 

The other program—let’s call it to relieve the shipyard problem— 
is the trade-in-and-build tanker program for industry, that is, to en- 
courage industry to lay into reserve for the Government or sel] into 
the Government reserve some of their vessels before they have reached 
the end of their 20 years of useful life and thereby get the reserve 
into the hands of the Government for emergency purposes. 
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My thought is, how can anybody believe that industry is going to 
build more tankers today with idle tankers alre ady running out of 
our ears? It is beyond my comprehension, to be perfectly frank with 
you. 
~ Mr. Mur ay’s report of last week on the Senate side—and I am sure 
he transmitted it to you gentlemen—simply ignores the tanker problem 
comp rlete ly as if it didn’ t exist. 

By the same token, Mr. Murray’s report ignores completely the 
MSTS problem as if it didn’t exist. 

Well, you know, sir, this hiding your head in the sand like an 
ostrich just so you don’t see what 7 going on around you because 
vou don’t know how to deal with it, that doesn’t get a thing done, and 
merely wishing to build some tankers isn’t going to get them built. 
either. 

When we get through financing, there will be no need to build 
tankers, and how can anybody honestly believe—and I don’t want to 
belabor it more than to repeat it once more—that somebody is going 
to build a group of oil tankers when here is a group of pe-fectly good 
oil tankers that are floating around without any work in sight ¢ I 
can’t imagine how we can deal with this problem and not touch on 
that. 

I do want to say sir, that the matter of those two problems must be 
dealt with, that is, the MSTS rather loosely defined activity, that is, 
where to stop, or how the nucleus will go up and down—and where the 
surplus has been drawn to their attention it hasn’t been overlooked, I 
am sure. 

Now, both problems have to be dealt with, no ifs and ands about it. 
Reports aren't going to get tankers built. I don’t mean to say that the 
report isn’t a very desirable report. 

There are 3 ways to deal with the idle-tanker problem, and as far 
as I know only 3: 

MSTS could put her boats in reserve and use industry’s boats, if 
that is the proper thing to do. 

They could cut down imports of oil. Merely in passing, Mr. 
Chairman, if you lay down the increase of imports into this country 
which have been made necesss ary by the increased need of oil, that is, 
the rising demand for oil which has risen faster than our production 
has risen—and there is some argument in the industry about that 
point; in the event that imports of some million barrels a day that 
are now moving primarily in foreign-flag vessels, if that same amount 
of oil would have to move in United States flag tankers, and if it were 
reasonable and sensible—I don’t know that it is; I have my doubts, as 
a matter of fact—you could eliminate imports if that were practicable 
to do and you would completely absorb this entire idle fleet of United 
States tankers. 

The third way to get rid of this surplus of ships or deal with i 
effectively is to simply let them rust away, become rust-buckets, whic h 

takes a little time, but that will take care of it; in fact, that is exact ly 
what will be done if it is not dealt with in some other way. That may 
be the best w ay to get rid of the proble m. t 

Now, dealing with imports presents some awfully intricate prob- 
lems, which I don’t intend to belabor here. 

Dealing with it by the rust-bucket method is going to take a lot of 
time. I am not going to just go out and sink a million dollars worth 
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of property unless I have exhausted all the ways I know how and, 
especially, Mr. Chairman—and believe me, I mean this—apart from 
my selfish interest in the matter of not ditching a million dollars 
worth of property that I worked hard to get, is the fact that I would 
feel like a criminal today if I were to dispose of a good, usable T-2 
with 10 years of life left in it when I hear our country’s defense may 
depend on having more tankers, not less, and I do want to empliasize 
that with such a mentality in the minds of oil people, those who can 
afford to scrap them and those who can’t, you cannot get them to 
scrap a boat, not because it is not all right for their poe ketbook, but 
because you could certainly be accused very easily and properly of a 
tremendously unpatriotic thing. In regard to my own economic wel- 
fare, the day that I scrap the tanker that is idle of my company’s 
which is on my books at over a million dollars and I get a hundred 
thousand dollars for scrapping it, I have that very moment, Mr. Chair- 
man, established a million dollar loss in my company ’s operation. I 
have got to get rid of it to write it off; IRB won't let me do it any 
other way. And the day I have established a million dollar loss I can 
receive a million dollars income without any tax. 

So tomorrow if I scrap that boat, since my taxes are 52 percent, 
it is worth $520,000 to me to scrap that ship, in addition to which I 
save what it costs me to keep it tied up out in San Pedro every month, 
and there is a great impetus to me to scrap them, and I am not fooling, 
and if something isn’t done about this problem, believe me, after 
reasonable effort has been made to draw attention to this, they are 
going to get scrapped, not only mine, but others, and if anybody wants 
tankers maybe they can have them for nothing if they want them and 
preserve them for the Nation’s use. 

Meanwhile, while we are waiting for the rust-bucket solution it is 
quite clear there is going to be very little new tanker construction. 
That leaves MSTS, to be perfectly frank, as far as I can see it, as the 
only possible solution at any time in the near future, if they want a 
near-time solution, and maybe that is paying too big a price. Maybe 
that shouldn’t be done, either; I don’t know. 

It is my personal view, and I repeat it, sir, that there is nothing 
to lose and practic ally everything to gain by the MSTS solution. I 
don’t think anybody is hurt by it, and looking at it from the broad, 
national interest, I think it is a fine thing to do. 

I might say parenthetically there have been excuses offered by some 
folks about this MSTS tanker operation, but to my mind anything I 
have heard yet is merely an excuse and not a reason, and there is a big 
difference between the two. Furthermore, as far as I have observed, 
those excuses are at the professional military level and not at the 
civilian level, which led me to hope that if the department heads 
would sit down with the civilian heads and look at it from both sides 
maybe we can make some headway on finding an answer as to what 
ought to be done about this problem. 

I am, frankly, suspicious when the negotiations are strictly at the 
military level because they cannot see, in my opinion, the civilian 
aspects of this any more than I can see the military aspects of it. 
If I were 30 years, however, in the service I would ‘probably see it 
quite differently than I do, and I don’t pretend the narrow way in 
which I look at it is necessarily the completely correct view. I am 
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only trying to present to this committee my own view, hoping it will be 
helpful. 

Now, sir, as to the conferences, if they are held by the Commerce 
and Defense officials, they have to be inaugurated and inspired ¢ 
instituted by the Commerce people. That is where the inspiration te 
initiative should come from. Furthermore, I believe those confer- 
ences should be started without delay. Let’s find out if this does 
offer any proper avenue of relief, and if not—and it may very well be 
decided it is not the way to go about it—I think we could proceed 
with some other aspects of this problem if we eliminated the most 
obvious one that appears to most people. In fact, I think those con- 
ferences are long overdue, and the little bit of questioning that I have 
heard and the private statements that I have heard from various 
folks in Maritime and elsewhere seem to indicate to me that there has 
been relatively nothing—and I might go a little farther and say 
apparently nothing—done, which really astounds me, by the Commerce 
people. 

They have certainly heard all about these problems, and they want 
to get a lot of things done. I know it is easy to criticize other people, 
but insofar as I know, there has been nothing done, and this is long 
overdue—and I will be the first to apologize if my notion is false. 

[ say this especially in the light of the critical shipyard problem, 
which Maritime has heard about the same as Gordon Duke has heard 
about, and I do recall that you questioned Admiral Leggett about 
the use of some very strong words when he referred to this shipyard 
problem. I remember when he got through you asked the Admiral 
if he really, after careful meditation, admitted this criticalness, and 
he repeated that he meant those words as far as he was concerned 
personally. 

Well, Maritime has heard about that over there. This shipyard 
problem is obviously related directly to MSTS matters, because the 
shipyard work programs are the two tanker construction programs, 
and it seems to us that unless we get along with this MSTS matter 
we are held up behind a bottleneck of some other moves that might 
be taken and these vessel issues are handled one way or another. 

I notice that Mr. Bonner on one occasion raised a point in some 
manner as to who sponsored these tanker programs, aaa I feel it is 
very important to point out who did not sponsor them, and that is 
to say industry did not sponsor or inspire or generate either one of 
them. It is all right if they did, but if you don’t have that picture 
in front of you, you have then the problem that some assumptions 
are going to be drawn in respect to this thing based on a wrong as- 
sumption to start with, and I may say that industry in general—and 
I speak in general, but this is quite close to the fact—has no enthu- 
siasm whatever for either one of those programs. Who wants to 
build any more boats when we already don’t know what to do with 
what we have got, and further weaken the fleet of boats we are able 
to run already. 

Now, this program is one that generated in the mind of the National 
Security Council on the one hi: ind and the national milit: ary establish- 
ment with respect to these high-speed tankers, and this tr ade-in-and- 
build program is a program generated in the minds of Commerce 
and Maritime, not to say they “didn’t confer at some points with in- 
dustry in an informal way. 
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As to this idea that the high-speed tankers are for the purpose of 
industry, there is a typical industry suggestion there, “Well, let us 
do it if it is to be done,” but the program of getting those tankers 
has nothing to do with industry. The method of implementing the 
program has a definite industry flavor to it. Now, this program of 
replacing boats ahead of time, that is, to trade off these older boats, 
was not an industry portion of that program. That was an effort 
to get some boats into the Government reserve. 

The price at which they would be gotten into the hands of the 
Government is of great concern to the industry, and I have no doubt 
that, quite apart from whatever industry may wish to trade them in 
at. they are not voing to be allowed to trade them in at anything 
beyond and above what may be fair, and I don’t know what form 
is going to be used, and I don’t care. 

I am quite sure the industry is willing, I might say to help in that 
program, but it is not at all enthusiastic about it, and I think there 
are two very understandable reasons, Mr. Chairman, why that is true. 

If you traded in two T-2’s and got a million dollars apiece, which 
is certainly the most you will get, it ra cost you another $4 million, 
at least, adding the trade-in value, if it is equivalent in capac ity—2 
for 1 speed wise and size: it is srr eo to 2 old ones, more or less; 
and you have got the pleasure of spending another $4 million to 
replace the same tonnage when you don’t need it. 

seine I am quite sure because the so-called open market for 
ships, or the T-2’s, to be specific, is down to the point that perhaps 
a half million dollars might be said to be a fair price, they are aiming 
at a value of in the neighborhood of a million dollars, which is 
in effect, the purchase price less depreciation. 

Now, who wants to trade in a boat to the Government for a million 
dollars when he doesn’t want another, anyway, when the open mar- 
ket is a half million, and leave himself wide open to the criticism, 
and justly so, that he has unloaded a couple of boats on the Govern- 
ment for twice as much as he can get in the open market? 

So let’s compare this with open-market value, and there has been 
some discussion in industry about “Let’s go at it that way,” and 
what did we run into there? You folks set up trade-in value at the 
world market price of the last three sales, and therein you run head-on 
into a very, very serious problem that I don’t suppose you want to 
get into any more than we do, and it is quite possible, although I 
hope not probable, that these things can develop. 

In fact, I think it is likely some problems are going to develop 
that we don’t know about. And, bing, up goes that price to a point 
where you would be flabbergasted at what Louis Rothschild author- 
ized you to take them in at. 

It appears to the industty—again, I am speaking generally because 
I am not authorized to speak for the industry—but it appears to us 
generally that you can’t fix this price on anything except some basis 
of “What was the basis on which we brought it from the Government ;” 

“How long have we had them;” “How much would:IRB allow in 
the way of depreciation, and here is the net value.” 

Now, on top of the disadvantage that nobody wants any more 
boats and the disadvantage that nobody wants to tr: ade them in at 
any price that you would agree on, Mr. Murray’s proposal is asking 
industry to “Let’s build a new ton for every ton returned,” or, in 
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other words, “Let’s just perpetuate the surplus at today’s level,” and, 
frankly, that is asking too much, 

I think the Maritime Administration knows that it has the re- 
sponsibility to help in strengthening the United States merchant 
marine. It isn’t required by itself to resolve the problems. But 
telling industry to go ahead and drown in idle tankers and keep on 
drowning in them and build some more, that is asking too much. It 
is weakening even our protected coastwise fleet of boats, and the 
hackbone of our tanker fleet, and, incidentally, that is sick enough 
already. 

Mr. Murrav’s answer seems to be that increased oil consumption 
will absorb surplus tankers. That is taken care of by imports; further 
more, we might get into a war and can’t get at that oil. 

So, let’s face it now—increased oil consumption isn’t going to absorb 
aay United States tankers. As a matter of fact, the trend is exactly 
the other way. These protected coastwise boats are being supplanted 
by pipelines simply because it is cheaper. We are pricing ourselves 
out of the coastwise routes. We are not adding to them. 

In concluding, I have a few recommendations to make as one 
individual : 

That the high-speed Navy tanker program might very well be seri- 
ously considered as being built not by industry but by Government in 
order that that program can get going, because, just in passing, I for 
one am convinced that the industry is lacking in enthusiasm for the 
program and is going to drag its feet extensively in getting them done, 
and if we are going to get work in the shipy: ards and let the Gover 
ment build these 20 boats, I would suggest that they put them in reserve 
because, as far as I am concerned, Defense says we need them in re- 
serve and we ought to have high-speed boats in any emergency. Why 
wear them out today running around in peactime when that speed 
means absolutely nothing to us, and we know it? 

You raised this question once before, Do they wear out as fast in 
mothballs as they do in use? And the answer is, obviously they do 
not wear out in mothballs as fast. If they are put away properly they 
will have 20 years’ life in them when you take them out. If they are 
used to haul gasoline they wear out every di Ly. 

So I feel that perhaps to get going on this thing your committee 
might, with the Armed Services Committee, consider this bill and 
look at the thing from the standpoint of letting the Government build 
them and get going. We need the reserve boats, so let’s get them going 
now, and, “frankly, if you get industry to build them they are going 
to want a good, big hunk of the Government paying for them, anyway, 
because they have no particular interest in boats 10 years from now 
at more or less any price is the outlook the way it is today. 

Again I speak in generalities. There is a need for these high-speed 
tankers, and I think that is obvious, and I suppose the bill won’t come 
before the Armed Services Committee until the Senate Committee 
finishes, and the Senate committee expects to take up the issue again 
tomorrow, having had it up last week. The subcommittee reported 
it favorably, and the main committee found some objection, I 
understand. 

My second recommendation, sir, is that your committee might re- 
vamp the trade-in-and-build program to achieve the result that we 
try to get that thing on some realistic basis of seeing if you can’t get 


15110—54—pt. 1——-24 








364 MILITARY SEA TRANSPORTATION SERVICE 


these industry boats put in this reserve and replaced with vessels that 
would carry, at least in the foreign routes, our imported oil. 

It seems to me from the talks that I have had, sir, and from my own 
company’s thinking, too, which I think is typical, that if we are going 
to sit here with only enough tankers running up and down the coast— 
and no subsidies are paid “for any tanker movement, and shouldn't be; 
and here we are sitting and depending on a million barrels a day to 
meet the needs of our country in peacetime, that at least those boats 
that carry the oil imported to our shores ought to be under the Amer- 
ican flag and American ownership, not under a foreign flag. 

Now, inasmuch as you have got two factors involved, and there is 
the revamping of this trade-in-and-build program which is coming 
back, and there is some question of when H. R. 6353 will come up, 
there should be industry and Government teamwork on that; don't 
leave industry to do it all, and industry is certainly not going to leave 
it to the Government to do it all, and I assure you from ti alks, they 
are not dreaming that they are going to leave it to the Government ¢ 
do it all because it wouldn’t get done, and if industry does it all i 
would not get done. 

You have high construction and operating costs. Let the Govern- 
ment pay the high construction cost and take its share of the burden, 
and industry pay the high operating cost and take its share of the 
burden. It is of interest to all Americans and all Americans should 
share the task. 

A ship has to be run offshore not less than 6 months of each year 
to be entitled to construction subsidy. The owner is going to pay the 
so-called extra wage and other operating cost. It is going to cost 
him a million dollars during the time he owns that boat. 

Let’s make this a teamwork matter; if we are going to get the job 
done, that is the way it is going to have to be done, or it is a lot of 
blueprints with no results. Building a few boats isnt going to get 
much done. And they are trying to build boats we don’t need in coast- 
wise service, and we have too many of them, so why not build it to 
carry that foreign commerce of ours, because everybody keeps holler- 
ing that we ought to have some United States tankers in foreign 
routes, and we ought to have them. I can’t imagine what would hap- 
pen in time of war when tankers get scarce, how we would get that oil 
moved in some other boats. 

This replacement of some of the tankers or some of our ships before 
they have 20 years of economic life, sir, is certainly a matter that 
has to be done; otherwise the shipyards of the country are going to 
have a fancy feast for 2 or 3 years and all the intervening years 
starve to death, and those of us who are going to build the boats, 
are going to pay for that in construction costs. 

Mr. Murray’s trade-in-and-build program seems to add up, to my 
mind, as the Government expecting industry to do the uneconomic 
and unnecessary, or the Government is ap yparently trying to get some- 
thing for nothing. As a taxpayer, I am all for that. As a ship- 
owner and businessman I am sure that such plans never work out for 
business or Government. 

Getting the United States flag tankers into foreign routes can only 
be done by this joint effort. It is a mutual advantage and should 
be shared mutually, as should the burden. 
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And in passing, one point, sir, There is one other fallacy that I 
feel Son srves to be touched upon lest there be some conclusions drawn 
on what I call incorrect assumptions, and that is that all tanker 
owners are multimillionaires. If that assumption is allowed to pro- 
ceed without some modification—it is true in some instances, obvi- 
ously—but if that assumption is going to be allowed to prevail some 
wrong conclusions will be reached. 

Just very briefly—I am not defending the tanker industry; they 
have some right to so defend, but they are also subject to a good bit 
of criticism that I would be the first to acknow ledge, as have other 
folks in other business, and I don’t think tanker owners are any 
better or any worse as an average, and I mention the outfit that 
bought these tankers during the war, and as one good illustration, 
every boat we had was sunk so we had a perfect right to boats from 
the Government fleet, and we bought them and paid for them. We 
got a bargain, and that is all right. We will sell them back on the 
same bargain basis. We use those boats, Mr. Chairman, in our own 
normal movement. 

Oil people have the tradition of having some 70 to 80 percent of 
their movements covered by their own boats and charter any addi- 
tional boats. 

When you use a tanker in your own trade and move it from re 
fining points in Texas to terminal points somewhere along the Atlantic 
coast all you can charge yourself is normal USMC rates because the 
oil market was established and is today and has been at all times 
based upon the USMC normal rate. 

i do want to point out that the fancy rates that existed for some 

irs were a big burden on the tanker owner because we were charter- 
ing-in tonnage at those high rates and were not chartering-out ton- 
nage, and the fellow that made the big profits, God bless him, is the 
fellow who had no regular movements, the independent operator, 
some of whom had no business in the business, by the way, but got in 
and who were chartering to us at whatever rate they could get, and 
today we are chartering with them at whatever rate we can beat 
them down to. 

L don’t think MSTS ought to do that because they were covered 
“y a ceiling when the rates were high, but I am talking about industry 
now, and I do want to say in passing that if anybody thinks these 
200 percent rates were a boom or a windfall for us, it is the reverse, 
generally, outside of the independent operators, and as far as the 
independent operators are concerned, the last chapter in the story 
isn’t written, and let’s wait and see how he comes out at the end of 
the line; let’s see if he has become a multimillionaire. 

The shortage of background experience at high levels of Mari- 
time and Commerce worries me, and it is no disgrace not to have 
background knowledge and experience in the background you are 
trying to serve, but I am saying what is a fact. It worries me. And 
there appears to me to be a reluctance on the part of the people to 
listen to folks. You don’t have to pay attention, but you might at 
least listen to those who do have experience. I am not mad: nobody 
refused to talk to me over there; but, generally speaking, there is 
quite a reluctance to listen to anybody who knows a lot of thing 
about some things that might save them a lot of trouble. 
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I do feel, too, because I am not picking on any group, that that 
pendulum of excessive abuses in Maritime has really swung too far 
the other way. Now they are playing things so close to the chest 
that you ¢ igh get anything done. I am all in favor of watching it 
like a hawk, but I insist that if I have a credit manager who does not 
make any mistakes he is the worst credit manager I ever had because 
he is turning down things he ought to be doing. And I am fearful 
there is trading too close to the chest. 

My fourth and last suggestion here is that we need to summarize 
it, to study ship crews’ wages and determine what is parity, and then 
have an industry, Government, and union conference; specifically, 
that this committee request the Labor Department to make that study 
and then this committee might sponsor the indusry, Government, 
and union conference to get at parity if we are above it. 

My aim here in what I have said, sir, is to be constructive. I am 
not concerned with any recrimination, who is to blame, and all that. 
I am try ing to state the facts as I see them, without trying to change 
them in any way or run away in any way. I don’t agree with some 
of my friends who have re peatedly urged me to be careful of what I 
say because I might incur the enmity of Maritime and Labor. I have 
lived 50 years, 30 of thas as an adult, or more, and I used to be a 
eaman, and since then I have been on my own, and I am absolutely 
convinced, and I live by the philosophy that if you call the shots as 
you see them those very people, if your shots are called right, will be 
the best supporters you have got. 

You are a prophet without honor if most of these things turn out. 
wrong; it can’t be expected that a person can be right all the time, 
but if a majority of them turn out right then in time they can 
appreciate that you are trying to be honest and objective when you 
say something that ought to be said, and I am not fearful of more 
than a temporary displeasure that might be created in some quarters 
according to the philosophy by whic h I have lived as an adult. 

Your committee, I think, is entitled to straight answers from some 
owners, and when my time comes to get at the bat I like to take a cut 
at the ball. I think as a member of ‘the all-American team it is my 
duty to do it, sir. And I think that these solutions will only come 
from teamwork, being honest with ourselves and facing the problems 
and quit waiting for George to do it. 

I am not elated that some of the industry people haven’t said 10 
percent to you what they say privately, and I am not even elated that 
some Pe won't step up to bat when they asked that the game be 
called, but I am not surprised, and I don’t think you folks are, and 
I don’t think you will fail to understand why that situation exists, 
though I re peat I don’t think it should. 

I am proud to say—I was fearful I couldn’t say this—that I think 
the tanker people have made their case pretty clear and have said 
all there is to say—I hope factually and unemotionally—and I am 
prow d that that segment of the industry has stated their case. I think 
if we had belabored you with any additional witnesses we would have 
simply been repetitious and served no useful purpose. I don’t think 
vou people want a great big show of people standing up to be counted 
if they have nothing to say. What I have tried to say, which is 
much too long, I think tells the tanker story about as completely as 
t can be told. 
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In summarizing, it is important to define the MSTS field of opera- 
tion. That isn’t going to solve all the problems of the American 
merchant marine. It would, however, in my opinion, be one of the 
biggest single forward steps that could be ti aken at this time. Unless 
pushed hard, MSTS isn’t going to move around very much, in my 
opinion. 

I want to emphasize that if there is a conviction that something 
needs to be done, first you have to know that something needs to be 


done, but once having aot rmined that, if that is determined, it isn’t 
going to be an easy job; it is going to have to be dealt with firmly. 


Waiting for the 20 high speed navy tankers to be built before 
anything is done about that is a very wrong thing to do. 

My final request is that if anything I have suggested is not in the 
national interest, I don’t want it done, no matter how much it might 
solve any problem of mine, but I would want it to be ignored. If, 
however, it is in the national interest, sir, I urge strongly that it be 
done, not immediately, but as promptly as the other work of your 
committee allows. 

| do appreciate very much the time that has been given me. 

Mr. Arten. Thank you, Mr. Duke, for a very enlightening state 
ment. 

Mr. Bonner, do you have any questions ? 

Mr. Bonner. Did vou notice an announcement made about MSTS 
under date of May 10 with respect to the fact thi at 10 privately owned 
American-flag ships were being chartered during the month of April 
and contracts, it was stated, were signed for the use of 6 tankers, 3 
cargo ships and 1 tug, 4 clean tankers, 4 clean and 4 black tankers 

Mr. Duxe. Two clean and four black. 

Mr. Bonner. The rates for the tanker voyage, it was declared 
range d from 38 to 20 percent below b: me USMC rates b> io applic able 
in the area of the voyage. We are here discussing the necessity of 
MSTS operation, whether or not it is necessary for them to renew 
charters and further charters and the contract carrying of this freight 
and using American-flag ships, berth lines, and so forth. What is 
this announcement they made, what kind of a deal, what kind of 
transaction is it? Does it have anything to do with relieving a laid 
up fleet of tankers or utilizing those ? 

Mr. Duke. Yes. sir. Those six voyages that they contracted for, 
the contracts were let in April for 2 clean boats and 4 dirty tankers 
that is, that many trips, which, as long as they used the industry boats 
is that many fewer boats idle. 

Mr. Bonner, their average for the past several years was, of course, 
very much above six trips a month from industry. Their needs have 
dropped, of course, from their peak and, as you would expect, of 
course, the drop was absorbed by industry, not by the nucleus fleet. 

Now, for the month of June they have fixed 25 trips from indus try, 
as I understand, but to me there are two points about your memo 
there that from the peak point at which MSTS occupied its own fleet 
full time and used the industry’s boats to supplement the additional 
carriage that they couldn’t handle, naturally when the drop came 
industry’s boats were not used: their own were continued to be used 
at full capacity at all times in keeping with the prudent management 
philosophy. 
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Mr. Bonner. Do I understand, in other words, that the reason for 
the laid up 50 or 70 tankers is that MSTS is operating reserve ships in 
their nucleus fleet, reserve tanker vessels in their nucleus fleet, and 
letting you keep youl tankers in reserve ¢ 

Mr. Duxe. It is that simple. The total needs of 01] movement have 
dropped, and instead of their putting Government boats in reserve, 
they kept running their tonnage and let industry’s boats go into 
reserve. 

Now, sir, I don’t want to misstate it, but I want to state that they 
have put aside several of their T-2’s, but only because they chartered 
new-built ships to replace them. 

In other words, they haven't reduced their fleet one single tonnage 
capacity, so far as I know. They let industry take the layup problem. 

Mr. Bonner. Have you any observation to make on the dry cargo 
carriers that the \ chartered ¢ 

Mr. Duke. No, sir. 

Mr. Bonner. You don’t know anything about that? It has been 
a very interesting subject to the committee as to finding some way to 
utilize more space in dry cargo carriers. 

Mr. Chairman, I wonder if any staff member of the Committee 
knows what they are using these dry cargo carriers, Liberty ships—— 

Mr. Drewry. No, sir. 

Mr. Bonner. C—2 type and Liberty ships for 4 months, if the flag 
ships are crying for freight why it was necessary that they charter 
these 6 ships. 

Mr. Drewry. I don’t know. 

Mr. Bonner. Wouldn't it be interesting to the committee, Mr. 
Chairman, to find out just what the reason was? 

Mr. Auien. Can you find out, Mr. Drewry ¢ 

Mr. Drewry. Yes, sir. 

Mr. Auten. Thank you very much, Mr. Duke. I always enjoy your 
testimony. 

(The material requested is as follows. ) 


DEPARTMENT OF THE NAVY, 
MILITARY SEA TRANSPORTATION SERVICE, 
Washington, D. C., May 14, 1954 
Hon. Joun J. ALLEN, Jr., 
Chairman, Subcommittee on the Operations of MSTS, 
Washington, D.C. 


My Dear Mr. CHAIRMAN: In response to inquiry from Mr. Drewry regarding 
question propounded by Mr. Bonner, concerning the renewed charters of 1 C-2 
type and 2 Liberty type ships as reported by Congressional Information Bureau 
under date of May 10, 1954, the following information is furnished: 

The C—2 type ship is the steamship Warrior of the Waterman Steamship Co. 
This ship is at present on a Mediterranean voyage involving a number of ports, 
discharging a full cargo of ammunition. She is fully sheathed for this purpose 
in compliance with the regulations of the United States Coast Guard, and her 
current charter expires May 24, 1954. Having received a firm requirement from 
the Army for a full load of ammunition from the gulf to the Far East for loading 
May 24/25 in the gulf, the charter of the Warrior was renewed to accommodate 
this cargo. As it has developed, the Warrior has been delayed at Iskendrun, 
Turkey, and will not return in time to meet this commitment. Accordingly, 
it was necessary, on May 13, to invite offers from private owners for a ship to 
replace the Warrior for the May loading and the Warrior will be utilized for 
another firm commitment of ammunition to the Far East in early June. 
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The two Liberty ships are the steamsnuips Annioc and Sea Monitor. Both of 
these ships were in western Pacific waters engaged in the intrathreater shuttle 
at the time of the expiration of their original charters on April 9 and 10. By 


May 7, having exceeded the normal time following the termination of their 
original 120-day charter period, we were obliged to renew the charters to protect 
the owners for the homeward voyages of the ships. They are now en route home 
and will be redelivered upon their arrival 

It is hoped the foregoing furnishes the information desired 

Sincerely yours, 
EF. C. DeENEBRINK, 
Vice Admiral, USN, 
Commander, Military Sea Transportation Service 

Mr. Garmatz, do you have any questions ¢ 

Mr. Garmarz. How many tankers does you company operate / 

Mr. Duxe. Just one, sir, and, incidentally, sir, it was laid up last 
month, so that from a peak of 5 a few years ago we have finally laid 
them all up; we sold 4 and finally laid the last 1 up. 1 suppose the 
right answer is we don’t operate any. 

Mr. Garmatz. Getting back to what Mr. Bonner was talking about, 
private industry has practically the same amount of ships laid up in 
reserve that MSTS is using today; is that correct ¢ 

Mr. Duxer. Yes, sir. There are 79 United States flag tankers idle 
as of a few days ago, and MSTS has 50 T-2 type, and maybe 3 big 
ones, and if you take the carrying capacity, equivalent carrying 
capacity, it is roughly equivalent. 

Mr. Garmatz. You have the same amount of tonnage ? 

Mr. Duke. Roughly, considering speed and tonnage. 

Mr. Bonner. As to your shoreside operation, since you have now 
discontinued the operation of the tanker fleet, do you charter for 
the supply of your shoreside operation ? 

Mr. Duke. Yes, sir. We simply ask our oil company suppliers to 
deliver the oil at the terminal instead of going back to their re- 
fineries as we did traditionally. 

Mr. Bonner. What flag vessels is that delivered on? 

Mr. Duke. All of the stuff from Texas and Louisiana obviously 
moves in United States tonnage, and all the cargo from Venzuela 
and Mexico and occasionally from the middle east moves in foreign 
tonnage. 

Mr. Bonner. Well, what is the difference in percentage, foreign 
and domestic ? 

Mr. Duke. About 60 percent is domestic and approximately 40 
percent is foreign. 

Mr. Bonner. And you find that more profitable than operating 
your own tankers ? 

Mr. Dvuxe. I find it an absolute necessity, Mr. Bonner, because I 
couldn’t use my United States flag ships, and that is why I finally 
disposed of all of them. I couldn’t use them because of that ge 
a day greater cost. In the case of my company, I couldn’t absorb i 
Thus I found myself in this situation, faced with this problem, whic h 
is an interesting one, that I would need a number of United States 
flag boats that I could operate economically from the gulf coast to 
the terminals. And I would need some foreign flag ships to move 
oil in competition with my competitors, and I didn’t have enough 
volume to have a fleet. I needed 1 clean and 1 dirty boat under the 
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United States flag and 1 clean boat and 1 dirty boat under the foreign 
flag and I haven’t the volume to keep 4 tankers running steadily of 
a good competitive size. 

Mr. Bonner. Well, the reason you discontinued the tanker opera- 
tion was that your shore operation wasn’t sufficient to justify it 

Mr. Due. That is right. 

Mr. Bonner. Instead of the other reasons? 

Mr. Duke. And the growth of imported oil that made me move that 

foreign-flag boats. 

I will say that your question is substantially correct, that the volume 
that my company has does not justify two different fleets of boats, 
that is, foreign-flag fleet and domestic-flag fleet. 

Mr. Bonner. So the real trouble was that your business wasn’t 
large enough to justify it? 

Mr. Duke. That is correct. 

Mr. Bonner. And all these other things, then, didn’t apply to your 
operation ¢ 

Mr. Duke. You mean this business of cost? 

Mr. Bonner. That is right. 

Mr. Duke. A good many of them that I have stated here are in- 
dustry problems rather than Gordon Duke’s problems. 

I might say in passing that I wish to state not just a personal case 
that relates solely to Gordon Duke. I think you folks are trying to 
get at a broad picture of this problem. 

Mr. Auuten. In your statement, Mr. Duke, you mentioned on at 
least two occasions, “As a taxpayer I don’t like duplicating facilities,” 
and on another occasion recommending that MSTS use industry’s 
tankers, and you say “Such a move would cost the taxpayer less.” 

We have been trying, to some extent, to get actual dollars and cents 
figures as to what the costs are, so I personally would like to know 
how much it would cost to move a T-2 full of oil between two points, 
the MSTS, and what the same voyage would cost moving it in private 
tanker. 

Is there any way we can get at those costs and get a relatively good 
statement on it ¢ 

Mr. Duxe. Well, first, sir, the industry’s cost of operation is im- 
mediately an id readi ly available, the averages, and, sir, I would say 
AMMI, for lack of any better source, would certainly be an appropri- 
ate source for an exact industry’s cost to move a ton of oil a mile 
ina T-2, 

Now, getting to MSTS costs, I have understood from the testimony 
I have heard here that your committee was approaching that through 
the GAO. That seems to me the most appropriate way to get it, and 
when you lay the two beside each other you would have that story. 

The reason I said, Mr. Allen, it would cost the taxpayer less—and 
I believe I added that there is no argument on that—is that no one 
has stated any different, including Mr. Thomas or even Admiral 
Denebrink, so I said there is no argument on that point. 

Mr. Auten. You touched on wages, and I take it-from what you 
said that you consider them in some instances a little high, possibly 
for want of even bargaining power on the part of the management 
side. Would you estimate for me how high, if at all, percentagewise 
they are above what might be a parity ? 
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Mr. Duxe. Yes, sir. It is a guess, and not a very educated guess, 
may I say, because you are talking about wages in general, not just 
oil-tanker wages. 

Mr. ALLEN. Seagoing wages. 

Mr. Duxe. Seagoing wages in general. First, I stated that the 
greatest figure I have heard from any responsible source as perhaps 
above parity was 40 percent. I am not one whose figures would lead 
me to believe that that figure—I think that figure is too high. 

To be more exact, the best calculation that my company has been 
able to make of parity of shoreside personnel is something in the 
neighborhood of 30 percent above parity, considering the various 
other benefits, not just straight salary, but overtime, and so called 
fringe benefits, about 30 percent high according to my company’s 
firures. 

Mr. Atten. Will vou fix a range, that is between 20 and 40 or 10 
and 50, or is it all pretty close to 30 percent ? 

Mr. Duxe. Well, I repeat that I never heard a responsible person 
that is familiar with this go beyond the 40 figure as an outside limit. 
Therefore, we will take it in the range of 40 to 40 rather than putting 
it up to 50. 

Mr. Auten. You mentioned that the subsidized lines do have less 
to lose, I think, give in a little easier because they have some protec- 
tion. Is it not true that most of them have been in a recaptured 
position and that the overpayment of parity does affect their 
repayment problem ? 

Mr. Duxe. You are absolutely right, and that is to say they have 
nothing to lose is not correct; they have less to lose is correct. 

Mr. Atten. And it isn’t enough to keep them down to bargaining 
or subsidizing ? 

Mr. Duke. Well, we feel it is insufficient. 

Mr. Auten. Now, you mentioned these regulations or laws, what- 
ever they may be, which require work to be done in the shipyards 
that may or may not be necessary. 

Where do you find the requirement or regulation that causes that 
work to be accomplished ¢ 

Mr. Duxe. Two sources, Mr. Chairman: The American Bureau of 
Shipping, ABS, and our Coast Guard. 

Mr. Axuen. It is a matter of regulation, then, and not of law? 

Mr. Duxe. It is a matter of basic law with regulations determined 
by those agencies, yes. 

Mr. Auten. Do you know the basic law well enough to say whether 
or not, in your opinion, the basic law is all right and the regulations 
go too far, or is there need for study of the basic law? 

Mr. Duxe. I feel that the greatest room for improvement is in the 
regulation. 

Mr. Auten. Now, you mentioned this 20-tanker program. As I 
understand the matter, the two bills that are pending are companion 
bills, in a sense, in that the one bill would permit the construction of 
20 tankers and the authorization of time charter for a long period 
would provide a use which in itself would guarantee an income over 
at least a part of the life of the tanker and would thereby give the 
ability to operators to finance them. Is that your conception of the 
program ¢ 
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Mr. Duke. Yes, sir, with one exception. Your last statement that 
it would give the operator the opportunity to finance them—from 
our discussions with bankers, we are satisfied that you could not bank 
that charter; you couldn’t borrow against the charter standing by 
itself because, and properly, the contracting officer of the Government 
will reserve certain areas of leeway to themselves, so the banker would 
say, “I am not sure that some things can’t happen here that this 
charter income won’t be earned. Thus I am not going to lend you 
money strictly on this charter income.” 

It is for that reason, sir, specifically, that I suggest that industry, 
among some other less important reasons, may not be counted upon to 
provide those boats any time soon because I don’t believe the insur- 
ance or use of Government funds is presently available, and so nobody 
is going to build those boats and put cash out for them, and they can- 
not get the money under title V and they cannot make use of title XT in 
its present form. 

Mr. Auten. Now, if the charter was of such nature as to provide an 
absolute commitment over a period of years of much income, would 
that help or cure the objection ¢ 

Mr. Duxe. It would help. It wouldn’t cure it. It would help, be- 
cause you at least then could borrow up to the amount of the charter 
income that may be estimated. However, in no event is the Navy 
likely to allow a total income for the 10 years they might use the 
boats of greater than, say, two-thirds of the construction cost of the 
boat for the first 50 percent of the boat’s life, first and best 50 percent ; 
they might allow a total charter income that might reach to the point 
of two-thirds of what it cost to build it, and that would be the owner 
putting in a third in the form of equity, and we all know that 25 per- 
cent heretofore has been as far as the average owner wished to go 
and, what is more important, they are asking for only 12% percent. 

They wanted to raise that to 8714, and it wouldn’t be a cure even 
if the charter were made fully bankable. It would be a help. 

Mr. Auten. One other question that comes from my lack of fa- 
miliarity with the tanker industry, is there any one spokesman for 
the industry that speaks for all of it, or most of it, authoritatively ? 

Mr. Duxr. The most sathoritetive spokesman available, in my 
opinion, would be the AMMTI president, who has the means to get at, 
let’s say, a center cut of opinion and present it to you. It is not 
ace urate to say that he can speak for all the tanker industry. There 
are tank owners who are not members of AMMI, but it is pretty 
representative. 

Mr. Atuen. Thank you very much. 

Are there further questions ? 

Thank you very much, Mr. Duke. 

Mr. Altschuler. 

Off the record. 

(Discussion off the record.) 

Mr. Auten. Onthe record. 

At this point the statement of Mr. Altschuler will be incladed in 
the record as presented to the committee. 
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(The prepared statement of Mr. Benjamin M. Altschuler is as 


follows :) 


STATEMENT OF BENJAMIN M. ALTSCHULER AS COUNSEL FOR THE CUSTOMS BROKERS 
& FORWARDERS ASSOCIATION OF AMERICA, IN«¢ 


My name is Benjamin M. Altschuler. I am a member of the firm of Altschuler 
& Morrison, attorneys, 39 Broadway, New York 6, N. Y., and I am counsel to the 
Customs Brokers & Forwarders Association of America, Ine., of 8-10 Bridge 
Street, New York 4, N. Y. Iam making this statement as their representative. 

There are approximately 450 members in this association with offices in all of 
the principal ports in the United States. The members of this association are 
either experienced foreign freight forwarders registered with the Federal Mari- 
time Board, or customhouse brokers licensed by the Treasury Department, or 
both. In addition this association has established and continues to maintain 
a national advisory committee, consisting of the presidents of most of the asso- 
ciations of foreign freight forwarders and customhouse brokers located in the 
individual ports or regional areas of the whole country. We feel therefore 
that we speak here for 90 percent of the persons or firms engaged in the foreign 
freight-forwarding industry in the United States. 

The freight forwarder has been a necessary concomitant to the business of 
transporting commodities from point of origin to point of destination for cen 
turies, and the foreign freight-forwarding industry has moved right along with 
the maritime industry in this country since its inception 

Let me say at the ourset that the officers and members of this association read 
with very considerable interest and with decided gratitude the release by Hon. 
John J. Allen, chairman of this honorable subcommittee, that the public hearings 
of this Special Subcommittee To Consider the Operations of the Military Sea 
Transportation Service would cover in addition to other questions and points 
of interest, “The problems of such allied maritime industries as shipbuilding 
and repair, freight forwarders, terminals, harbor tugs, barges, and other float- 
ng equipment, some phases of which seem to be duplicated by military opera- 
tions * * *” [Ttalie ours. ] 

All too often in the overwhelming concern with the merchant marine as such 
and the desire to provide for the handling of overseas transportation in mass 
operations, some people are apt to lose sight of these collateral or allied maritime 
industries. I am limiting my discussion to the one collateral industry, namely 
freight forwarding to overseas destinations. 

During the Second World War it was recognized that the foreign freight- 
forwarding industry was a most important adjunct to the shipping industry 
and it was also recognized that governmental agencies in their massive oper 
ations could and might interfere with this very necessary “sparkplug.” Hon. 
Schuyler Otis Bland, then chairman of the House Committee on Merchant Marine 
and Fisheries, with his breadth of vision, and his thorough knowledge of the 
situation, sponsored and successfully caused the Congress to enact legislation so 
as to preserve the foreign freight-forwarding industry as such and also to see 
to it that individual Government agencies did not cause this industry to succumb. 
Had Mr. Bland been in the saddle in 1950, when the Military Sea Transportation 
Service began dealing body blows to private freight forwarding, he would un 
doubtedly have dealt with them in the same straightforward fashion as he did 
with other agencies during the preceding decade. 

It might be helpful to take a quick review of the record of his interpretation 
and his handling of the problem. 

The legislation to which I refer and which was passed in 1942, commonly 
referred to as the Bland Freight Forwarding Act, amended the Merchant 
Act of 1986. (See 46 U. 8. Code Annotated 1127, 56 Stat. 171, Mareh 14, 1942.) 
It provided as follows: 


“SEC. 1127. COORDINATION OF FORWARDING AND SIMILAR SERVIC- 
ING OF WATERBORNE EXPORT AND IMPORT FOREIGN COMMERCE.” 


“(a) The Commission is hereby authorized and directed, through such ad- 
ministrative measures, agreements with other Federal departments and agen- 
cies, contracts with individuals or private business concerns, or other arrange- 
ments, as it may deem to be necessary or appropriate in the public interest, 
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to coordinate the functions and facilities of public and private agencies en- 
gaged in the forwarding and similar servicing of waterborne export and import 
foreign commerce of the United States, for the efficient prosecution of the war, 
the maintenance and development of present and postwar foreign trade, and the 
preservation of forwarding facilities and services for the postwar restoration 
of foreign commerce. As used herein the term ‘waterborne export and import 
foreign commerce of the United States’ shall be deemed to include export ship- 
ments from the Government of the United States to the governments of nations 
whose defense is deemed by the President to be vital to the defense of the United 
States under the authority of sections 411—419 of title 22. 

“(b) Other Federal departments and agencies are hereby authorized and 
directed to cooperate with the Commission by entering into and carrying out 
such agreements as may be necessary to effectuate the purposes of this section: 
Provided, That the Commission is authorized and directed to report to the Con- 
gress within ninety days after March 14, 1942, and every four months there- 
after, the action taken hereunder and to give the names of any Federal depart- 
ments or agencies or any other persons who have failed to cooperate with the 
Commission as herein directed.” 

More than 5 years after this legislation was enacted, Congressman Bland 
had the following to say about it— 

“During the war, it was found that lend-lease cargoes could be more cheaply 
and expeditiously handled by private freight forwarders than by the Govern- 
ment. To insure the use of these private freight-forwarding facilities, both 
during the war and in the postwar period, the Congress passed legislation, 
usually referred to as the Bland Freight Forwarding Act (sec. 217 of the 
Merchant Marine Act of 1986, as amended), which provided that lend-lease and 
other cargoes should be handled by private forwarders and that all Government 
agencies should make use of their services for the shipment of waterborne ex- 
ports. Experience during the war with lend-lease cargoes clearly demonstrated 
the wisdom of this procedure, as these shipments were handled far more quickly 
and at a lesser cost by private freight forwarders than they had been when 
directly handled by Government agencies.” 

After the war when we began to render assistance to various foreign countries 
by sending them huge quantities of goods for their recovery, the situation was 
again dealt with by Mr. Bland. For example when the Foreign Aid Act of 
1947, which became law on December 17, 1947, was being considered by the 
Congress, Mr. Bland became very much concerned about the same subject. 
This act did not expressly mention private freight forwarding but there is no 
doubt that the principles and the spirit of the 1942 act were carried over into 
this 1947 Foreign aid legislation. In this connection I am attaching hereto 
copies of the following: 

(1) Letter from Congressman Bland to Senator Vandenberg dated Novem- 
ber 20, 1947. 

(2) Letter from Senator Vandenberg to Congressman Bland dated Novem- 
ber 21, 1947. 

(3) Letter from Congressman Bland to the Secretary of State dated Novem- 
ber 24, 1947. 

(4) Copy of page from the Congressional Record dated November 25, 1947. 

Even before the time of the MSTS there seems to have been some confusion 
on the part of some persons as to whether the Bland Freight Forwarding Act 
ceased to be effective with the end of lend-lease shipments abroad. The answer 
that it was just as valid after the war as during the war is best stated in an 
exchange of correspondence hetween Mr. Bland and the Maritime Commission 
in October and November 1947. In this connection we attach hereto copies of 
the following: 

(1) Letter from Mr. Bland to Admiral Smith dated October 10, 1947. 

(2) Letter from Admiral Smith to Mr. Bland dated November 6, 1947. 

(3) Letter from Mr. Bland to Admiral Smith dated November 19, 1947. 

Apparently Mr. Bland had his troubles also in keeping the Army in line in 
connection with this problem. I am quoting in full here Mr. Bland’s letter to 
Mr. Kenneth Royall, Secretory of the Army, dated November. 20, 1947, because 
it admirably sets forth the correct position which Mr. Bland forcefully main- 
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tained in compelling Government agencies to live up to the Bland Freight For- 
warding Act. 
NOVEMBER 20, 1947. 
Hon. KENNETH ROYALL, 
Secretary of the Army, Department of the Army, 
Washington, D.C. 

My DEAR Mr. SECRETARY: Reference is made to our previous correspondence 
oncerning the use of private freight forwarding in the shipment of relief 
supplies to Europe. As I have stated in my previous letters, it is my firm 
opinion that the so-called Bland Freight Forwarding Act (sec. 217 of the 
Merchant Marine Act of 1936, as amended) requires that private freight-for- 
warding facilities be used to handle the shipment of these supplies. I have had 
a close study made of the legislative history of that statute; from this exami- 
nation, plus my own study of the act and my recollection of the intent of the 
Congress at the time this legislation was pending, I am convinced that Congress 
has clearly expressed its intent that these shipments be so handled. 

In your previous correspondence, you mentioned that the Army would handle 
the shipment of military equipment and direct Army purchases under the Greek 
Turkish loan. It seems to me that the handling of such equipment by the Army 
and the use of its facilities for its forwarding may be appropriate; but it has 
just come to my attention that the Army is now also shipping road material and 
other equipment of a nonmilitary nature through its own facilities in the port 
of New York. If so, I think it is clearly in violation of the direct mandate to 
the Government departments set forth in the Bland Freight Forwarding Act 
I would appreciate a report from you as to whether this information is correct 

In my opinion it is essential to the welfare of the postwar American merchant 
marine and the development of our postwar foreign commerce, that the private 
freight-forwarding industry be maintained. When hearings were held before 
our committee prior to the passage of the Freight Forwarding Act, the impor 
tance of freight forwarders to both the development and maintenance of a 
healthy American merchant marine and a sound foreign commerce was made 
quite evident. Accordingly, it is my hope that you and the Department of the 
Army will do everything possible to comply with the letter and the spirit of the 
act, and that you will ship all supplies of a nonmilitary nature through ordinary 
forwarding channels. Experience during the war with the equipment of lend- 
lease supplies has demonstrated clearly that the use of private forwarders is both 
cheaper and more expeditious than shipment thrcugh Government forwarding 
facilities. 

Would you please let me know what action is contemplated by the Department 
of the Army to insure the use of private forwardiny: facilities for all nonmilitary 
relief cargoes 


Yours very sincerely, 
§. O. BLAND. 


After the Foreign Aid Act of 1947 there followed the Foreign Assistant Act of 
1948 which became law on April 3, 1948, and in which it was provided: 

“Sec. 112. (h) In providing for the performance of any of the functions 
described in subsection (a) of section 111, the Administrator shall, to the riaxi- 
mum extent consistent with the accomplishment of the purposes of thie title 
utilize private channels of trade.” 

When this law was amended on April 19, 1949, the above-quoted provision was 
retained. 

Then the Congress enacted the Mutual Defense Act of 1949 approved October 
6, 1949. This law is silent on the subject of utiliziag private channels of trade, 
but I am certain that the same compelling motives existed in 1949 and exist now 
for utilizing private channels of trade as existed in 1942 and in all the subsequent 
years through 1948 when the legislation was not silent on the subject. 

The attitude of the Military Sea Transportation Service and of the Depart- 
ment of Defense since 1950, with respect to the use of private freight forwarders, 
completely ignored the reasons and purposes of the Bland Freight Forwarding 
Act of 1942 and of the subsequent Assistance and Aid Acts providing for the 
use of private channels of trade. 
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I also invite your attention te General Order 70 promulgated by the United 
States Maritime Commission effective June 6, 1949, dealing with the commercial 
forwarding of certain exports for foreign relief and rehabilitation which provides : 

“243.1 Findiny of the Commission—(a) The Commission finds that it is 
appropriate in the public interest that cargoes exported pursuant to the Foreign 
Assistance Act of 1948 and other statutes providing for the relief and rehabili- 
tation of foreign countries, shall be forwarded through the facilities of private 
freight forwarders, in accordance with the rules set forth in this part. 

“245.2 Regulations.—(a) Pursuant to section 243.1, the following regulations 
are published and shall be applicable to all public and private agencies and persons 
engaged in the procurement, shipment, transportation, and stowage of all prod- 
ucts applied and shipped abroad from the United States pursuant to the afore- 
mentioned Foreign Assistance Act of 1948 and other foreign relief and rehabili- 
tation statutes 

“(b) Use of private freight forwarders.—The aforementioned agencies and 
persons shall use the services of private freight forwarders for the forwarding of 
such supplies in accordance with ordinary commercial practice, except where 
emergency conditions make such use impossible.” 

In its 17th report to the Congress by the United States Maritime Commission 
of action taken under section 217 of the Merchant Marine Act 1936 as amended 
(Public Law 498, 77th Cong.) which is the Bland Freight Forwarding Act of 
1942, and covering the period January 1, 1949, through December 31, 1949, the 
Commission stated: 

“* * * In actuality the intent of General Order No. 70 is to establish a rea- 
sonable system whereby freight forwarders will be utilized in connection with 
United States Government financed relief and rehabilitation shipments in accord 
ance with ordinary commercial trade practices and provided existing conditions 
are such as to make their use practical”. 

Government agencies generally and in accordance with the mandate of the 
Bland Freight Forwarding Act utilized and continue to utilize the services of 
the private freight forwarders. Amongst these agencies are the General Services 
Administration, the Department of Agriculture, and the Bureau of Public Roads. 
The United States Army also utilized private freight forwarders until the pol- 
icies ef the Military Sea Transportation Service virtually forced them to do 
their own forwarding 

I have thus comprehensively dealt with the history and background of the 
problem prior to the appearance of the Military Sea Transportation Service on 
the scene, in order that a clearer view may be had of what MSTS has done, 
and how it has ignored and violated the law to the detriment of the private 
freizght-forwarding industry. 

In the 19th report to the Congress covering the period May 1, 1950, to August 13, 
1950, and made pursuant to the Bland Freight Forwarding Act of 1942, the 
Maritime Administration as successor to the United States Maritime Commis- 
sion reported through the Secretary of Commerce as follows: 

“* * * In the latter part of the period covered herein, a series of complaints 
was received from individual freight forwarders objecting to the policies of 
the Military Sea Transportation Service, Department of the Navy, in respect of 
the lack of utilization of private freight forwarders in connection with foreign 
aid cargoes. It appears that the complainants’ objections are directed to two 
specific phases of military operations: (1) to those cases where the affreight- 
ment arrangements of the Military Sea Transportation Service with the carriers 
do not make allowances for the carriers to pay brokerage to forwarders. (2) 
to those cases where the Department of Defense brings the cargo forward and 
loads it without the use of private forwarders. 

“Members of the staff of the Maritime Administration have conferred with 
representatives of the Secretary of Defense with a view to the employment by 
the Department of Defense of private forwarders in connection with foreign aid 
cargoes whenever their services can be used efficiently and economically con- 
sistent with military requirements. However, the Maritime Administration 
does not undertake to require the use of private freight forwarders in connection 
with export material under military jurisdiction where the Défense Authorities 
contend that problems of safety and security are involved. 

“In the 17th report of action taken under this section dated February 8, 1950, 
the Congress was advised by the Maritime Commission that—*We endeavor to 
investigate all such protests and have discovered varying degrees of justification 
therefor. In some instances we have been able, at least in limited measure, to 
alleviate causes of complaint. However, the Commission’s administration of 
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the Bland Forwarding Act has been seriously complicated by the absence of 
ascertainable statutory standards or definitions of the Commission's responsi- 
bility relative to the protection and promotion of the forwarding industry.’ ” 

The complaint against the policies of the MSTS is concisely set forth in the 
above-quoted report. I repeat them: 

(1) The affreightment arrangements of the MSTS with the carriers do not 
make allowances for the carriers to pay brokerage to forwarders. 

(2) The Department of Defense brings the cargo forward and loads it without 
the use of private forwarders. 

There was a great hue and cry about this new policy of the MSTS and how 
it was contrary to the provisions and spirit of the Bland Freight-Forwarding 
Act 

In order that this honorable committee might have the benefit of the thinking 
of the MSTS in 1950, I offer here the contents of a letter written on November 17 
1950, by John T. Koehler, Assistant Secretary of the Navy, to Congressman 
Hart: 

DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, November 17, 1950. 
Hon. Epwarp J. Hart, 
House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Hart: Referring to our recent exchange of correspondence on 
the utilization of freight forwarders by the Military Sea Transportation Serv- 
ice, I am pleased to furnish the following additional information. 

From April 1948, up until the establishment of the Military Sea Transportation 
Service as the unified sea transportation organization for the Department of 
Defense, it was the practice of the Department of the Army to utilize freight 
forwarders to provide limited forwarding services where relief cargoes moved 
across commercial docks. During that time the Department of the Army desig 
nated the freight forwarders that handled the cargo but paid no commissions 
or fees directly to freight forwarders. However, the freight rates paid by the 
Government reflected the usual factors including payments by the carrier to 
freight forwarders. There was, consequently, no contractual relationship be 
tween the Department of the Army and the forwarders. 

During this same period the Department of the Navy did not at any time 
utilize the services of freight forwarders in the transportation of its cargo by 
sea as it did not find such services advantageous with respect to the type of 
cargo handled. 

When the Milieary Sea Transportation Service was established, its duties 
were delineated by the Secretary of Defense and the responsibility for cargo, 
insofar as MSTS was concerned, was specified as beginning when the cargo for 
transportation was stowed aboard a vessel; i. e., after it had been forwarded. 
In brief, the Military Sea Transportation Service performs exclusively the 
functions of a sea carrier. Therefore, such services as freight forwarders are 
in a position to render with respect to military shipments are not required by 
Military Sea Transportation Service. The responsibility for forwarding, in 
cluding the preparation of documents, continues to be entirely the responsibility 
of each individual service. 

When MSTS commenced negotiations for new space charter contracts with 
carriers in the worldwide trade routes for the fiscal year 1951, representatives 
cf the steamship lines concurred with the contracting officer of MSTS that 
under the then existing space charters the carriers were paying the freight 
forwarders although the forwarders were performing no services for the car 
riers. This cost, while presumably free to the shipping service, was actually 
reflected as a hidden cost of the space-charter rate. The steamship carriers 
further informed the contracting officer of MSTS that they would consider a 
space-charter rate which would be at a lower cost than the previous space 
charter rates if the factor covering the use of freight forwarders was eliminated 
The contract that was finally approved by MSTS eliminated the cost for freighit 
forwarders and its elimination was reflected in the carriers’ rates. Further 
more, as its responsibility for cargo begins after stowage aboard. the MS'TS 
contracts for 1951 are free in-and-out contracts. This means that all incidental 
costs, such as stevedoring, forwarding, etc., are properly chargeable to the in- 
dividual shipping services and that MSTST pays only for the transportation of 
the cargo. 
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While the services customarily rendered by freight forwarders to commercial 
shippers, particularly where small shipments are involved, may be considered 
as an important adjunct to commercial shipping, an examination of those serv- 
ices will disclose that at most only a portion can be utilized with respect to 
shipments by the Department of Defense. In that connection it is the policy 
of the Department of Defense not to pay either by contract with the forwarder 
or through brokerage fees for services that would be superfluous. 

Consistent with this policy the Department of the Army has adopted the 
practice of utilizing freight forwarders to perform specifically defined forwarder 
services when required by reason of efficiency and economy. In such instances 
forwarders are selected through advertised bids. While the Department of the 
Navy has not had occasion to use freight forwarders, it is recognized that when 
their services are utilized payment should be made on a direct-hire basis of fair 
compensation for the services rendered. 

I appreciate your interest in this matter and know that you will be interested 
to learn that the policy adopted by the Department of Defense, and the estab- 
lished practices of the Military Departments under that policy, will result not 
eonly in freight forwarders being utilized where the public interest will be served 
but in payment for such services being both compensatory and openly arrived 
at rather than hidden as a part of a freight rate that applies across the board 
to all shipments 

Sincerely yours, 
JoHN T. KOEHLER, 
Assistant Secretary of the Navy. 


The important points made in this letter are the following: 

(1) From April 1948, up until the establishment of the MSTS as the unified 
sea transportation organization for the Department of Defense, it was the 
practice of the Department of the Army to utilize freight forwarders to provide 
limited forwarding services where relief cargoes moved across commercial docks. 

(2) During that time the Department of the Army designated the freight 
forwarders that handled the cargo but paid no commissions or fees directly to 
freight forwarders. However, the freight rates paid by the Government re- 
flected the usual factors including payments by the carrier to freight forwarders. 

I ask the following questions: 

(1) Under what authority did the MSTS or the Department 67 Defense upset 
the policy and attitude of the Army in using private freight forwarders which 
wus in existence from April 1948, until the MSTS came into being? 

(2) Who did and continues to do the work for the Army under the MSTS 
policy, which was formerly done by the private freight forwarders? 

(3) Who pays for the forwarding work under this MSTS policy? 

(4) Does it cost more for the forwarding work to be done under the MSTS 
policy than it did when private forwarders did the work? 

Let us try to find the answers to these questions because the answers to these 
questions reflect what is wrong with the MSTS policy towards the use of private 
freight forwarders. 

Answer to question (1).—The MSTS and the Department of Defense had no 
authority to violate the Bland Freight Forwarding Act of 1942. The letter 
which Mr. Biand wrote to Mr. Royall, Secretary of the Army, on November 
20, 1947, and which 1 quoted in full supra is the answer to the obtuse and 
unlawful policy and attitude of the MSTS and the Department of Defense. 

inswer to question (2).—Obviously the Army is itself undertaking to do 
the forwarding work formerly done by private freight forwarders. In so doing 
can there be any doubt that the Army is using either military or civilian 
personnel to do the work formerly done by the private freight forwarders. 

inswer to question (3).—Obviously the Army appropriation must pay for 
these additional military or civilian personnel who now do the forwarding 
werk formerly done by private freight forwarders. Going one step further, 
the taxpayers are paying for this work. 
inswer to question (4). 

I must again go back to the uncontradicted testimony of Mr. Bland referred to 
before, . 

(a) From his letter to Mr. Vandenberg, dated November 20, 1947: 

“During the war, it was found that lend-lease cargoes could be more cheaply 
and expeditiously handled by private freight forwarders than by the Govern: 
ment. To insure the use of these private freight forwarding facilities, both 
during the war and in the postwar period, the Congress passed legislation, usually 
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referred to as the Bland Freight Forwarding Act (sec. 217 of the Merchant 
Marine Act of 1986, as amended) which provided that lend-lease and other 
cargoes should be handled by private forwarders and that all Government agen- 
cies should make use of their services for the shipment of water-borne exports. 
Experience during the war with lend-lease cargoes clearly demonstrated the 
wisdom of this procedure, as these shipments were handled far more quickly 
and at a lesser cost by private freight forwarders than they had been when 
directly handled by Government agencies.” 

(b) From this letter to Mr. Royall, dated November 20, 1947: 

“Experience during the war with the equipment of lend-lease supplies has 
demonstrated clearly that the use of private forwarders is both cheaper and 
more expeditious than shipment through Government forwarding facilities.” 

I cannot pass by without comment the suggestion of MSTS that lower freight 
rates are obtained from carriers when the contracts eliminate the freight 
forwarder’s commission of 14% percent usually paid by the carrier. It is an 
historical fact (unanimously agreed upon in testimony in Maritime Commis- 
sion’s docket No. 657) that the forwarder’s commission has been included in 
all freight rates for the past 100 years or more and that the said commission 
is of such small consequence that it does not affect the establishment of rates. 

If, however, it is conceded that the MSTS saved some small amount in pre- 
cluding from its contracts with carriers for the payment of a commission 
to freight forwarders, it is also obvious that at thé same time the cost to the 
Army in doing its own forwarding has to be paid for from the public till. In 
my opinion, based on what Mr. Bland said, what MSTS saved, the Army had 
to spend several times over. 

It is also of considerable interest to note that the National Shipping Authority 
by its order No. 59 approved December 21, 1951, expressly provided for the 
payment of freight commission to private freight forwarders. Thus the National 
Shipping Authority in providing vessels to supplement private shipping on 
carrying cargoes essential to the defense effort considers it sound policy to do se 
on a basis similar to private carriers, namely provision is made for paying 
freight brokerage to private freight forwarders. The MSTS, however, contrary 
to the Bland Act and contrary to the principles enunciated by the Maritime 
Commission in docket 657 and by the Federal Maritime Board in dockets 718 
and 719 expressly thwarts the idea of paying freight brokerage to private freight 
forwarders and even goes so far as to preclude payments to forwarders by 
earriers with whom the MSTS has made contracts. What is the difference 
between the forwarding of cargoes of grain or coal or road-building material 
carried on vessels provided for by the National Shipping Authority or the 
forwarding of similar cargoes under MST'$ 

I would also like to call to your attention that in Federal Maritime Board 
Dockets 718 and 719, counsel for the Depurtment of Agriculture appeared at the 
oral argument before the full Board, anid unequivocally went on record that 
the Department of Agriculture favors the use of private freight forwarders 
and favors that they should receive freizht brokerage on shipments which the 
private freight forwarders handle for them, the same as they receive on ship- 
ments handled for private shippers. 

Is every agency except the MSTS ovt of step? It is beyond our compre 
hension that of all the Government agencies who have to face this problem, 
only MSTS fails to conform with the requirements of the congressional mandate 
contained in the Bland Freight Forwarding Act. 

Just one final point and that is that the Maritime Administration does not 
feel that it can exercise compulsion with the Department of Defense. I quote 
here a letter from Robert B. Murray, Jr., Under Secretary of Commerce, dated 
April 7, 1953, which is a good general statement of the problem. 


THE UNDER SECRETARY OF COMMERCE FOR TRANSPORTATION, 


Washington 25, April 7, 1953. 
Mr. M. A. KeRNER, 
President, Customs Brokers & Forwarders 
Association of America, Inc., New York, N. Y. 

Dear MR. KekNeER: The Secretary has asked me to reply to your letter of 
March 11, 1953, which refers to the forwarding activities of the Department 
of Defense as competing with private forwarders since the establishment of the 
Military Sea Transportation Service. That issue has been a matter of previous 
concern. 


25 
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The Bland Forwarding Act (Public Law 498, 77th Cong., approved Mar. 14, 
1942) directed the Maritime Commission to coordinate the functions and facili- 
ties of public and private forwarding agencies for the efficient prosecution of 
the war and the preservation of forwarding facilities and services for the 
postwar restoration of foreign commerce. 

The Maritime Administration’s present administration of the act is governed 
by the Maritime Commission’s General Order 70, May 26, 1949, as amended. 
This requires registration of forwarders as a prerequisite to the servicing of 
relief and rehabilitation cargoes. Such order further provides in section 243.2 
that public and private agencies and persons engaged in the procurement, ship- 
ment, transportation and stowage of relief cargoes shall use the services of 
private freight forwarders in accordance with ordinary commercial practice, 
except where existing conditions make such use unreasonable and impracticable. 

General order 70 has been recognized by various shipping agencies of the 
Government engaged in the forwarding of relief cargoes, also by foreign missions 
involved therewith. Such agencies and missions have generally utilized freight 
forwarders registered pursuant to the order. However, the Department of 
Defense has held that its own forwarding activities are in keeping with general 
order 70 and with the act itself; that the Maritime Administration's authority 
under the act to “coordinate” does not include authority to require the use of 
private forwarders by that Department contrary to its own determinations 
based on considerations of military security, safety, or efficiency. 

In the above circumstances, and in the absence of a definite delegation of 
authority in the Bland Forwarding Act, it does not appear that the Maritime 
Administration is in a position to exercise Compulsion with the Department of 
Defense. Nevertheless, our staff have previously received assurance that in 
those cases where military forwarding facilities are not available, private for- 
warders registered under general order 70 are utilized. In keeping with the 
aim of the Department of Commerce to promote the welfare of private business 
agencies, our staff will continue to keep the Department informed of facilities 
offered by forwarders. 

Your letter also refers to the proposed sale of the Inland Waterways Corpora- 
tion, and I am pleased to receive your views in that regard. 

Sincerely yours, 
Rosert B. Murray, Jr. 


In conclusion it is our position that the Bland Freight Forwarding Act of 
1942 is still valid; that the same impelling considerations which prompted the 
legislation in 1942, and the postwar policies of utilizing private forwarders, 
applied equally to the Korean situation and to the present Government overseas 
shipments; that the MSTS has for almost 4 years been acting contrary to this 
law in that it totally disregards the place of private freight forwarders in 
overseas commerce; and that the policy of the MSTS compels the armed 
services to perform their own freight forwarding for which their own personnel, 
civilian as well as military, are used at greater public expense than if private 
forwarders were used 

If however, this investigation should convince this honorable committee that 
the Bland Freight Forwarding Act does not sufficiently protect private freight 
forwarding against policies such as those of the MSTS, then we suggest that 
adequate legislation be provided to do so. 

This association has provided another witness, Mr. Anthony V. Biegen who 
will testify as to the technical operations of freight forwarding and particularly 
with respect to forwarding for Governmental agencies. 


STATEMENT OF BENJAMIN M. ALTSCHULER, COUNSEL FOR 
THE CUSTOMS BROKERS AND FORWARDERS ASSOCIATION OF 
AMERICA, INC. 


Mr. Auten. Mr. Altschuler, will you identify yourself for the 
purpose of the record, and then proceed to make suth statement as 
you wish ¢ 

Mr. Aurscuuner. My name is Benjamin M. Altschuler. I am coun- 
sel to the Customs Brokers and Forwarders Association of America. 
Inc., and IT am making this statement as their representative. 
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The association has aqpecenatay 150 members who are either 
customhouse brokers or freight forwarders, or both, located in all 
of the prine ipal ports of the U nited States. 

In addition thereto, through its national advisory committee, it 
has connection with almost all of the associations located in local 
areas throughout the United States. Therefore, I feel that we may 
speak for about 90 percent of the freight-forwarding industry engage “d 
in foreign freight forwarding. 

Yet me say at the outset, Mr. Chairman and gentlemen, that the 
officers and members of this association appreciate the opportunity, 
and read with very considerable interest your release some time back 
in which you sts ated that in considering the operations of the Military 
Sea Transport: ition Service you were also going to consider the 
problems of such allied maritime industries as freight forwarders 
and others. It is not always that these allied industries are of interest 
to persons to whom they should be of interest, the carriers themselves, 
of course, and the merchant marine being of a prime interest, and 
so we appreciate this opportunity of coming and talking about our 
collateral interests. 

Now, I feel that it is important to trace for this hcnorable com- 
mittee somewhat the history during the _ decade of the relation- 
ship of private freight forwarding to the business of transportation 
of goods abroad, and I think it is very appropriate that this hearing 
is being held in this room because I look over here at the portrait of 
the Honorable Otis Schuyler Bland, who conducted hearings in this 
very room and sat in that very chair when the Bland Freight For 
warding Act was being considered prior to 1942. 

Now, during the Second World War it became obvious to the Con- 
gress that something needed to be done to protect and preserve the 
freight-forwarding industry, and under the sponsorship and breadth 
of vision of Mr. Bland there was enacted in the Congress the Bland 
Freight Forwarding Act of 1942. I will not take the time to read it; 
I am sure you are familiar with it; but that act directed the Maritime 
Commission to coordinate the facilities and functions of private and 
public forwarding agencies for the proficient prosecution of the war 
and the preservation of forwarding facilities and services for the post- 
war restoration of foreign commerce. 

Now, 5 years after that legislation was passed, Congressman Bland 
had the following to say about it, and I quote: 

During the war, it was found that lend-lease cargoes could be more cheaply 
and expeditiously handled by private freight forwarders than by the Govern 
ment. To insure the use of these private freight-forwarding facilities, both 
during the war and in the postwar period, the Congress passed legislation, 
usually referred to as the Bland Freight Forwarding Act, which provided that 
lend-lease and other cargoes should be handled by private forwarders and that 
all Government agencies should make use of their services for the shipment of 
waterborne exports. Experience during the war with lend-lease cargoes clearly 
demonstrated the wisdom of this procedure, as these shipments were handled 
far more quickly and at a lesser cost by private freight forwarders than they 
had been when directly handled by Government agencies. 

Now, after the war, commencing, say, with 1947, when these huge 
foreign-assistance acts were passed, Congressman Bland became very 
much concerned, and in the bill pending in that year he exchanged 
correspondence with Senator Vandenberg because the proposed legis- 
lation did not contain reference to utilization of private freight for- 
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warders by the Government in shipping these aid cargoes, and in that 
exchange of « orrespondence, which you will find attached to my state- 

ment, you will find that both Mr. Bland and Mr. Vandenberg were 
in agreement that the private forwarders should be used, and I am 
only going to read one sentence from Mr. Vandenberg’s statement, 
because you know Mr. Bland’s position. 

Certainly I completely agree with your basic point of view. Relief supplies 
to Europe should use private-enterprise facilities to the last practicable degree. 

And subsequently, in a statement on the Senate floor, reported in 
the Congressional Record—and the page is also attached to my 
statement— 

It was made very clear by Senator Vanderberg that this legislation contem- 
plated the use of private carriers and private freight forwarders. 

Now, even before the Military Sea Transportation Service came 
into the picture and appeared on the scene there was some confusion 
on the part of some of the administrative agencies as to whether this 
Bland Freight Forwarding Act was operative after the war as well 
as during it. 

There is attached to my statement an exchange of correspondence 
between Mr. Bland and Admiral Smith, who was then head of the 
Maritime Commission, in which Mr. Bland very vigorously pointed 
out that when the Bland Freight Forwarding Act was passed, and 
in the hearings prior thereto and in his research and experience there- 
after, the Bland Fre ight Forwarding Act was just as applicable after 
the war and all during these years as it was during the war. 

Now, he also had his trouble—when I say “he” I mean Mr. Bland— 
with the Army, and he wrote a letter to Mr. Kenneth Royall, who was 
then Secretary of the Army, dated November 20, 1947, in which he 
pointed out to the Secretary of the Army that the Army was no dif- 
ferent than any other Government agency and in the shipment of these 
cargoes, other than purely military cargoes, private freight forwarders 
should be utilized. 

This letter is so important and so clear that I think I should read a 
portion of it. This is a letter from Mr. Bland to Mr. Royall, Secre- 
tary of the Army: 

Reference is made to our previous correspondence concerning the use of 
private freight forwarding in the shipment of relief supplies to Europe. As I 
have stated in my previous letters, it is my firm opinion that the so-called Bland 
Freight Forwarding Act (sec. 217 of the Merchant Marine Act of 1936, as 
amended) requires that private freight-forwarding facilities be used to handle 
the shipment of these supplies. I have had a close study made of the legisla- 
tive history of that statute; from this examination, plus my own study of the 
act and my recollection of the intent of the Congress at the time his legislation 
was pending, I am convinced that Congress has clearly expressed its intent that 
those shipments be so handled. 

In your previous correspondence, you mentioned that the Army would handle 
the shipment of military equipment and direct Army purchases under the 


Greek-Turkish loan. It seems to me that the handling of such equipment by the 
Army and the use of its faciilties for its forwarding may be appropriate— 


and here I pause— 


but it has just come to my attention that the Army is now also shipping road 
material and other equipment of a nonmilitary nature through its own facilities 
in the port of New York. If so, I think it is clearly in violation of the direct 
mandate to the Government departments set forth in the Bland Freight For- 
warding Act. I would appreciate a report from you as to whether this informa- 
tion is correct. 
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In my opinion it is essential to the welfare of the postwar American merchant 
marine and the development of our postwar foreign commerce, that the private 
freight-forwarding industry be maintained. When hearings were held before 
our committee prior to the passage of the Freight Forwarding Act, the impor- 
tance of freight forwarders to both the development and maintenance of a 
healthy American merchant maribe and a sound foreign commerce was made 
quite evident. Accordingly, it is my hope that you and the Department of the 
Army will do everything possible to comply with the letter and the spirit of the 
act, and that you will ship all supplies of a non-military nature through ordi 
nary forwarding channels. Experience during the war with the equipment 
of lend-lease supplies has demonstrated clearly that the use of private for- 
warders is both cheaper and more expeditious than shipment through Govern- 
ment forwarding facilities. 

Would you please let me know what action is contemplated by the Depart- 
ment of the Army to insure the use of private forwarding facilities for all 
nomilitary relief cargoes. 

Now, after the Foreign Aid Act of 1947 there followed the Foreign 
Assistance Act of 1948, which became law on April 3, 1948, in which 
it was provided : 

In providing for the performance of any of the functions described in subsec- 
tion (a) of section 111, the Administrator shall, to the maximum extent con 
sistent with the accomplishment of the purposes of this title, utilize private 
channels of trade. 

Then when this law was amended on April 19, 1949, the above- 
quoted provision was retained. 

Then came the Mutual Defense Act of 1949, approved October 6, 
1949, and that law is silent on the subject of utilizing private channels 
of trade; but I am certain the same compelling motives existed in 
1949 and exist now for utilizing private channels of trade as existed 
in 1942 and in all the subsequent years through 1948 when the legis- 
lation was not silent on the subject. 

Now, when the Military Sea Transportation Service started to 
function in 1950, they completely ignored the purposes of the Bland 
Freight Forwarding Act and the subsequent assistance and aid acts 
with respect to the use of private freight forwarders. 

I want to invite your attention General Order 70, which was the 
implementation by the Maritime Commission of the mandate in the 
Bland Freight Forwarding Act as applied to commerce after the 
war. Although this General Order No. 70 is lengthy, I am not going 
to trouble you honorable gentlemen with it entirely, but there are 
three short provisions which are important: 

248.1 Finding of the Commission. (a) The Commission finds that it is appro 
priate in the public interest that cargoes exported pursuant to the Foreign 
Assistant Act of 1948 and other statutes providing for the relief and rehabilita- 
tion of foreign countries, shall be forwarded through the facilities of private 
forwarders, in accordance with the rules set forth in this part. 

243.2 Regulations. (a) Pursuant to section 243.1, the following regulations 
are published and shall be applicable to all public and private agencies and 
persons engaged in the procurement, shipment, transportation, and stowage 
of all products applied and shipped abroad from the United States pursuant 
to the aforementioned Foreign Assistance Act of 1948 and other foreign relief 
and rehabilitation statutes. 

(b) Use of Private Freight Forwarders. The aforementioned agencies and 
persons shall use the services of private freight forwarders for the forwarding 
of such supplies in accordance with ordinary commercial practice, except where 
emergency conditions make such use impossible. 

Then in the 17th report which the Maritime Commission made to 
the Congress, pursuant to the Bland Freight Forwarding Act and 
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which undoubtedly comes under the special recognition of the Com- 
mittee on Merchant Marine and Fisheries, the Commission stated : 


* * * In actuality the intent of General Order No. 70 is to establish a rea- 
sonable system whereby freight forwarders will be utilized in connection with 
United States Government financed relief and rehabilitation shipments in accord- 
ance with ordinary commercial trade practices and provided existing conditions 
are such as to make their use practical. 

Now, Government agencies generally and in accordance with the 
mandate of the Bland Freight Forwarding Act, utilized and continue 
to utilize the services of the private freight forwarders. Amongst 
these agencies are the General Services Administration, the Depart- 
ment of Agriculture, and the Bureau of Public Roads. 

lhe Army also utilized private freight forwarders until the policiés 
of the Military Sea Transportation Service virtually forced them to 
do their own forwarding. 

Now, I have comprehensively dealt with the history and back- 
ground during the past decade because it is necessary to understand 
that to have a clear picture of the change that came about when the 
Military Sea Transportation Service appeared on the scene. 

In the 19th report made by the Maritime Administration to the 
Congress, and which again came under the cognizance of the Com- 
mittee on Merchant Marine and Fisheries, the Maritime Administra- 
tion reported, through the Secretary of Commerce, that: 

* * * In the latter part of the period covered herein, a series of complaints 
was received from individual freight forwarders objecting to the policies of 
the Military Sea Transportation Service, Department of the Navy, in respect 
of the lack of utilization of private freight forwarders in connection with foreign 
aid cargoes. It appears that the complainants’ objections are directed to two 
specific phases of military operations: (1) to those cases where the affreight- 
ment arrangements of the Military Sea Transportation Service with the carriers 
do not make allowances for the carriers to pay brokerage to forwarders; (2) 
to those cases where the Department of Defense brings the cargo forward and 
loads it without the use of private forwarders. 

Members of the staff of the Maritime Administration have conferred with 
representatives of the Secretary of Defense with a view to the employment by 
the Department of Defense of private forwarders in connection with foreign 
aid cargoes whenever their services can be used efficiently and economically 
consistent with military requirements. However, the Maritime Administration 
does not undertake to require the use of private freight forwarders in connec- 
tion with export material under military jurisdiction where the defense author- 
ities contend that problems of safety and security are involved. 

In the 17th report of action taken under this section dated February 8, 1950, 
the Congress was advised by the Maritime Commission that: 

“We endeavor to investigate all such protests and have discovered varying 
degrees of justification therefor. In some instances we have been able, at least 
in limited measure, to alleviate causes of complaint. However, the Commis- 
sion’s administration of the Bland Forwarding Act has been seriously compli- 
cated by the absence of ascertainable statutory standards or definitions of the 
Commission’s responsibility relative to the protection and promotion of the 
forwarding industry.” 

Now, there were two points which the Maritime Commission made 
particularly in its report to the Congress. Those points of complaint 
against the policies of MSTS, as set forth in the above-quoted report, 
and I repeat them, are: 

(1) The affreightment arrangements of the MSTS with the carriers 
do not make allowance for the carriers to pay brokerage to forwarders; 
and 

(a) The Department of Defense brings the cargo forward and loads 
it without the use of private forwarders. 
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Now, there was a great hue and cry at that time about this change 
in policy, and I might say that this association made itself known 
and heard to the Committee on Merchant Marine and Fisheries, 
There was a letter written by the Honorable John T. Koehler, then 
Assistant Secretary of the Navy, in November of 1950, November 
17, 1950, to Congressman Hart, who I believe was then chairman of 
the Merchant Marine and Fisheries Committee, and this letter ad- 
mirably sets forth what the Military Sea Transportation Service did 
in changing the policy existing before that time: 


Referring to our recent exchange of correspondence on the utilization of 
freight forwarders by the Military Sea Transportation Service, I am pleased to 
furnish the following additional information. 

From April 1948 up until the establishment of the Military Sea Transportation 
Service as the unified sea transportation organization for the Department of 
Defense, it was the practice of the Department of the Army to utilize freight 
forwarders to provide limited forwarding services where relief cargoes moved 
across commercial docks. During that time the Department of the Army desig- 
nated the freight forwarders that handled the cargo but paid no commissions or 
fees directly to freight forwarders. However, the freight rates paid by the 
Government reflected the usual factors including payments by the carrier to 
freight forwarders. “here was, consequently, no contractual relationship 
between the Department of the Army and the forwarders. 

During this same period the Department of the Navy did not at any time 
utilize the services of freight forwarders in the transportation of its cargo by sea 
as it did not find such services advantageous with respect to the type of cargo 
handled. 

When the Military Sea Transportation Service was established, its duties 
were delineated by the Secretary of Defense and the responsibility for cargo, 
insofar as MSTS was concerned, was specified as beginning when the cargo for 
transportation was stowed aboard a vesesl; that is, after it had been forwarded. 
In brief, the Military Sea Transportation Service performs exclusively the func- 
tions of a sea carrier. There.ore, such services as freight forwarders are in a 
position to render with respect to military shipments are not required by Military 
Sea Transportation Service. The responsibility for forwarding, including the 
preparation of documents, continues to be entirely the responsibility of each 
individual service. 

When MSTS commenced negotiations for new-space charter contracts with 
earriers in the worldwide trade routes for the fiscal year 1951, representatives 
of the steamship lines concurred with the contracting officer of MSTS that under 
the then existing space charters the carriers were paying the freight forwarders 
although the forwarders were performing no services for the carriers. This cost, 
while presumably free to the Shipping Service, was actually reflected as a hidden 
cost of the space-charter rate. The steamship carriers further informed the 
contracting officer of MSTS that they would consider a space-charter rate which 
would be at a lower cost than the previous space-charter rates if the factor 
covering the use of freight forwarders was eliminated. The contract that was 
finally approved by MSTS eliminated the cost for freight forwarders and its 
elimination was reflected.in the carriers’ rates. Furthermore, as its responsi- 
bility for cargo begins after stowage aboard, the MSTS contracts for 1951 are 
free in-and-out contracts. This means that all incidental costs, such as steve- 
doring, forwarding, ete., are properly chargeable to the individual Shipping 
Services and that MSTS pays only for the transportation of the cargo. 

While the services customarily rendered by freight forwarders to commercial 
shippers, particularly where small shipments are involved, may be considered 
as an important adjunct to commercial shipping, an examination of those services 
will disclose that at most only a portion can be utilized with respect to shipments 
by the Department of Defense. In that connection it is the policy of the De- 
partment of Defense not to pay either by contract with the forwarder or through 
brokerage fees for services that would be superfluous. 

Consistent with this policy the Department of the Army has adopted the 
practice of utilizing freight forwarders to perform specifically defined forwarder 
services when required by reason of efficiency and economy. In such instances 
forwarders are selected through advertised bids. While the Department of the 
Navy has not had occasion to use freight forwarders, it is recognized that when 
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their services are utilized payment should be made on a direct hire basis of fair 
compensation for the services rendered. 

I appreciate your interest in this matter and know that you will be interested 
to learn that the policy adopted by the Department of Defense, and the estab- 
lished practices of the Military Departments under that policy, will result not 
only in freight forwarders being utilized where the public interest will be served 
but in payment for such services being both compensatory and openly arrived 
at rather than hidden as a part of a freight rate that applies across the board 
to all shipments. 

Now, the important points I want to emphasize to you gentlemen, 
Mr. Chairman, made in this letter are the following: 

(1) That from April 1948 up until the establishment of the MSTS 
as the unified sea transportation organization for the Department of 
Defense, it was the practice of the Department of the Army to utilize 
freight forwarders to provide limited forwarding services where relief 
cargoes moved across commercial docks; and 

(2) That during the time that the Department of the Army desig- 
nated the freight forwarders that handled the cargo but paid no com- 
missions or fees directly to freight forwarders. However, the 
freight rates paid by the Government reflected the usual factors, in- 
cluding payments by the carriers to freight forwarders. 

Now comes the crux of my statement. I ask the following four 
questions: 

(1) Under what authority did the Military Sea Transportation 
Service or the Department of Defense upset. the policy and attitude of 
the Army in using private freight forwarders which was in existence 
from April 1948 until the MSTS came into being? 

(2) Who did and continues to do the work for the Army under the 
MSTS policy, which was formerly done by the private freight 
forwarders? 

(3) Who pays for the forwarding work under this MSTS policy? 

(4) Does it cost more for the forwarding work to be done under t 
MSTS policy than it did when private forwarders did the work ? 

I think an examination and an attempt to find the answers to these 
questions puts the finger right on the crux of the problem, and my 
answers that I respectfully submit to you are: 

First, that the MSTS and the Department of Defense had no au- 
thority to violate the Bland Freight Forwarding Act of 1942, and the 
letter which Mr. Bland wrote to Mr. Royall, and which I read to you 
before, dated November 20, 1947, is the answer to the obtuse and un- 
lawful policy and attitude of the Military Sea Transportation Service 
and the Department of Defense. 

The answer to question 2, which I submit: 

Obviously the Army is itself undertaking to do the forwarding work 
formerly done by private freight forw: arders. In so doing, can there 
be any doubt that the Army is using either military or civilian per- 
sonnel to do the work formerly done ‘by private freight forwarders? 

The answer I submit to question 3 is: 

Obviously the Army appropriation must pay for these additional 
military or civilian personnel who now do the forwarding work 
formerly done by private freight forwarders; and, going one step 
further, the taxpayers are paying this bill. 

The answer I submit to question 4 is the uncontradicted testimony 
of Mr. Bland, which I referred to in the appendages to my statement, 
namely: 
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(a) From his letter to Mr. Vandenberg, dated November 20, 1947: 


During the war, it was found that lend-lease cargoes could be more cheaply 
and expeditiously handled by private freight forwarders than by the Government. 
To insure the use of these private freight forwarding facilities, both during the 
war and in the postwar period, the Congress passed legislation, usually referred 
to as the Bland Freight Forwarding Act (sec. 217 of the Merchant Marine Act of 
1936, as amended), which provided that lend-lease and other cargoes should be 
handled by private forwarders and that all Government agencies should make use 
of their services for the shipment of waterborne exports. Experience during 
the war with lend-lease cargoes clearly demonstrated the wisdom of this pro- 
cedure, as these shipments were handled far more quickly and at a lesser cost 
by private freight forwarders than they had been when directly handled by 
Government agencies. 

(6) From his letter to Mr. Royall, dated November 20, 1947: 

Experience during the war with the equipment of the lend-lease supplies has 
demonstrated clearly that the use of private forwarders is both cheaper and 
more expeditious than shipment through Government forwarding facilities. 

Now, I cannot pass by without comment the suggestion of the MSTS 
that they obtained lower freight rates from carriers when the con- 
tracts eliminate the freight forwarder’s commission of 114 percent. 

Gentlemen, it is an historical fact, unanimous ly agreed upon in the 
written testimony in the Maritime Commission’s Docket 657, that the 
forwarder’s commission has been included in all freight rates for the 
past hundred years or more and that the said commission is of such 
small consequence that it does not affect the establishment of rates. 

If, however, it be conceded that the MSTS saved some small amount 
in their appropriation in precluding from their contracts with car- 
riers for the payment of a commission to freight forwarders, it be- 
comes immediately obvious that at the same time the cost to the Army 
in doing its own forwarding has to be paid for from the public till. 

In my opinion, based on what Mr. Bland, what the MSTS saved, as 
an expense for MSTS, it put onto the shoulders of the Army several 
times to pay out of their appropriation. 

Now, gentlemen, it is of considerable interest to note that the 
National Shipping Authority, with which you are undoubtedly very 
familiar, by its order No. 59, approved as late as December 21, 1951, 
consideraly after the MSTS came into existence, expressly provided 
for the payment of a freight commission to private freight forwarders. 
Thus, the National Shipping Authority, in providing vessels to sup- 
plement private shipping on carrying cargoes essential defense effort, 
consider it sound policy to do so on a . basis similar to private carriers, 
namely, provision is made for paying freight brokerage to private 
freight forwarders. 

The Military Sea Transportation Service, however, contrary to this 
principle and contrary to the Bland Act, does not permit through its 
contracts that freight brokerage be paid. 

Now, I ask you, in all fairness: What is the difference between the 
forwarding of cargoes of grain or coal or roadbuilding material carried 
on vessels provided by the National Shipping Authority or the for- 
warding of similar cargoes under the MSTS? 

I would also like to call to your attention that in Federal Maritime 
Board Dockets 718 and 719, counsel for the Department of Agriculture 
appeared at the oral argument before the full Board and unequivocally 
went on record that the Department of Agriculture favors the use of 
private freight forwarders and favors that they should receive freight 
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brokerage on shipments which the private freight forwarders handle 
for them, the same as they receive on shipments handled for private 
shippers. 

Is every agency except the Military Sea Transportation Service out 
of step? 

It is beyond our comprehension that of all the Government agencies 
who have to face this problem only the Military Sea Transportation 
Service fails to conform with the requirements of the congressional 
mandate contained in the Bland Freight Forwarding Act. 

Just one final point, Mr. Chairman, and that is that the Maritime 
Administration does not feel that it can exercise compulsion with the 
Department of Defense, and I wish to quote here from a final letter 
written by the Honorable Robert B. Murray, Jr., Under Secretary of 
Commerce, dated April 7, 1953, addressed to the president of this 
association, for whom I am now making this statement, in which he 
points the problem out very clearly. He writes: 


The Secretary has asked me to reply to your letter of March 11, 1953, which 
refers to the forwarding activities of the Department of Defense as competing 
with private forwarders since the establishment of the Military Seat Transporta 
tion Service. That issue has been a matter of previous concern. 

The Bland Forwarding Act, Public Law 498, 77th Congress, approved March 
14, 1942, directed the Maritime Commission to coordinate the functions and 
facilities of public and private forwarding agencies for the efficient prosecution 
of the war and the preservation of forwarding facilities and services for the post- 
war restoration of foreign commerce. 

The Maritime Administration’s present administration of the act is governed 
by the Maritime Commission’s General Order 70, May 26, 1949, as amended. 
This requires registration of forwarders as a prerequisite to the servicing of 
relief and rehabilitation cargoes. Such order further provides in section 243.2 
that public and private agencies and persons engaged in the procurement, ship- 
ment, transportation and stowage of relief cargoes shall use the services of pirvate 
freight forwarders in accordance with ordinary commercial practice, except where 
existing conditions make such use unreasonable and impracticable. 

General Order 70 has been recognized by various shipping agencies of the 
Government engaged in the forwarding of relief cargoes, also by foreign missions 
involved therew'th. Such agencies and missions have generally utilized freight 
forwarders re: stered pursuant to the order. However, the Department of 
Defense has held that its own forwarding activities are in keeping with General 
Order 70 and with the act itself; that the Maritime Administration’s authority 
under the act to coordinate does not include authority to require the use of 
private forwarders by that Department contrary to its own determinations 
based on considerations of military security, safety, or efficiency. 





In other words, Military Sea Transportation Service says to the 
Maritime Commission and its successor, the Maritime Administration, 
and the Federal Maritime Board, “Maybe all other agencies of the 
Government use this mandate of the Bland Freight Forwarding Act, 
but not we. We make our own rules.” 

And so goes on Mr. Murray: 

In the above circumstances, and in the absence of a definite delegation of 
authority in the Brand Forwarding Act, it does not appear that the Maritime 
Administration is in a position to exercise compulsion with the Department of 
Defense. Nevertheless, our staff have previously received assurance that in 
those cases where military forwarding facilities are not available, private 
forwarders registered under General Order 70 are utilized: In keeping with 
the aim of the Department of Commerce to promote the welfare of private 
business agencies, our staff will continue to keep the Department informed of 
facilities offered by forwarders. 

In other words, Mr. Murray would like to say here, “I would like 
to make the Military Sea Transportation Service conform to every 
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other poranneasties agency, but I do not have the power under that 
bill, or under that act. 

So, 1 would like to say, in conclusion, gentlemen, that it is our 
position that the Bland Freight Forwarding Act of 1942 is still valid; 
that the same impelling considerations which prompted the legisla- 
tion in 1942 and the postwar policies of utilizing private for warders 
applied equally to the Korean situation and the. present Government 
overseas shipments; that the Military Sea Transportation Service has 
for almost 4 years been acting contrary to this law, in that it totally 
disregards the place of private freight forwarders in overseas com- 
merce ; and that the policy of the Military Sea Transportation Service 
compels the armed services to perform their own freight forwarding, 
for which their own personnel, civilian as well as military, are used 
at greater public expense than if private forwarders were used. 

if, however, this investigation, conducted by you honorable gentle- 
men, should convince this honorable committee that the Bland Freight 
Forwarding Act does not sufficiently protect private freight for- 
warders against policies such as those of the Military Sea Trans 
portation Service, then we suggest that adequate legislation be pro 
vided to do so; but, if I am right, I would like to make a suggestion 
that if the Committee on Merchant Marine and Fisheries would in 
correspondence direct the Military Sea Transportation Service’s at 
tention to what the Bland Freight Forwarding Act really means, I 
believe the Bland Freight Forwarding Act, as it is now written, is a 
sufficient mandate to compel the Military Sea Transportation Service 
to recognize the place of the private freight forwarders, as every 
other governmental agency does. 

Now, gentlemen, there is another witness which this association 
has provided, who will follow me, Mr. Biegen, and he is going to testify 
on technical operations of freight forwarding, and particularly with 
reference to governmental agencies. 

Mr. Allen just told me he is from New Orleans and, because he has 
to make a plane, he has asked that he go on instead of Mr. Biegen 
next, which is entirely agreeable to me. 

Mr. Auien of California. Are there any questions? 

Mr. Bonner. There are three questions I understand you pro- 
pounded to someone. I didn’t understand just where it was in your 
statement. 

Mr. Autscnuuter. There were four questions. 

Mr. Bonner. Four questions? 

Mr. Aurscuuter. Yes, 

Mr. Bonner. Now, I recall in some respect the questions. Who 
were they propounded to? 

Mr. Aurscuuter. Well, I propounded the questions and the an- 
swers in my statement to point up what the Military Sea Transporta- 
tion Service— 

Mr. Bonner. They were your questions and your answers? 

Mr. Aurscuu.er. That is right. They were my own questions and 
answers to point up what is happening here on the Military Sea 
Transportation Service attitude toward the use of freight forwarders. 

Mr. Bonner. Yes. 

Mr. Aurscuuter. And how I think they are violating the existing 
Bland Freight Forwarding Act. 

Mr. Bonner. They are your questions and your answers? 
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Mr. Aurscuuter. Yes, sir. You will find them commencing with 
page 15. 

Mr. Bonner. But they were your own questions and your own 
answers ¢ 

Mr. Aurscnuter. That is right, Mr. Bonner. 

Mr. Bonner. Is there any difference between the manner in which 
the National Defense proposes to handle its export cargo and the 
manner in which the Department of Agriculture or some other agency 
does it ? 

Mr. Aurscnuter. I think, Mr. Bonner, if you would reserve that 
question for Mr. Biegen you would receive a more accurate answer, 
because Mr. Biegen has had experience, practical experience, with 
the handling of those two types of cargoes, whereas I have not. 

Mr. Bonner. You would rather have him answer the question ? 

Mr. Aurscnu.er. I would. He is a representative of this same 
association for whom I speak, and the purpose of dividing it was so 
that he could answer these technical type of questions from personal 
experience and knowledge. 

Mr. Bonner. Then your testimony was merely to give the history 
of the forwarding legislation and the disregard of it? 

Mr. Aursonuter. That is rignt. My testimony was particularly 
to point out the history of the legislation, the law as it exists, and 
what TI believe to be a violation of the law by the Military Sea Trans- 
portation Service. 

Mr. Bonner. Let me ask you this, then: Who is violating it— 
MSTS or the Department of Defense? 

Mr. Aurscuuter. Well, as I understand it, the MSTS is the co- 
ordinating agency for transportation for the whole Department of 
Defense, and I would say, if the MSTS is violating it, the Department 
of Defense is. 

Now, that is exactly what is happening here. The Military Sea 
Transportation Service says, “We are just a carrier. We are only 
interested in the merchandise when it gets on the hook. The Army 
has to bring it up here.” 

Prior to that the Army used the foreign freight forwarding to do 
the forwarding. The Army didn’t pay a cent for it. The forwarder 
got paid through his freight brokerage received from the carrier. 

Now, the MSTS makes a contract with the carrier in which it sa ys, 
“You can’t pay any brokerage.” 

Mr. Bonner. But there is something to what I ask you. 

Mr. Aurscuuter. Yes. 

Mr. Bonner. I am just trying to determine this situation. It 
true MSTS is a part of the national defense? 

Mr. Aurscuuer. That is right. 

Mr. Bonner. You have gone ahead with some parts of this. MSTS 
moves the freight? 

Mr. Aurscuuer. Yes. 

Mr. Bonner. After it is loaded on their ships? 

Mr. Aurscuuuer. Yes. 

Mr. Bonner. We understand that, do we? 

Mr. Avrscuuter. That is right. 

Mr. Bonner. So, what I am trying to get at is this: The freight- 
forwarding operation takes place from the area of production to the 
docks, and ine luding the loading? 
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Mr, Aurscuvuter. That is right, and some services that are performed 
after the ship sails, which Mr. Biegen, I think, will explain to you. 

Mr. Bonner. That being the case, ‘then, the area of violation isstric tly 
in the Office of the Secretary of Defense ‘ 

Mr. Aurscuter. Well, if you like 

Mr. Bonner. If there is a violation to the act. 

Mr. Aurscuuter. I think you must let me say this: That the MSTS, 
even though it acts only as a carrier, only when the merchandise gets 
aboard the boat—the MSTS makes these contracts with the carriers, 
in which it precludes the carrier from paying brokerage to the private 
freight forwarder, for the service which he had always performed 
for the Army in bringing the merchandise forward to the boat. 

Now, the Army now has to do this for warding itself, it has to use 
somebody to do it and it is using private civilian personnel and mili- 
tary personnel and paying for it from an Army appropriation, which 
it formerly didn’t do. 

So, the MSTS shows to you: “We are saving money because we get 
a rate with the carrier which is 114 percent less than we got before, 
and if the Army is spending in doing its own forwarding, that’s none 
of our business.” 

But it seems to me the Department of Defense is just as concerned 
with extra money that the Army pays for doing this forwarding work 
as the money which the MSTS saves or says it saves in getting these 
contracts with private carriers at a cheaper rate than what they got 
it at before. 

Mr. Bonner. Understand me, I am not antagonistice—— 

Mr. Aurscuuter. Neither am I, Mr. Bonner. 

Mr. Bonner. To the position that the freight forwarders find them 
selves in. 

[ would like to propound a question to the chairman of the commit- 
tee: Is it our scope or is it our intent, Mr. Chairman, to look into 
MSTS as it affects the American flaship, the American merchant 
marine ¢ 

Mr. Auven of California. I think that is true. 

Mr. Bonner. Are we looking into the picture of the entire national- 
defense operation of foreign exports? 

Mr. Auten of California. I would say we are looking into the effect 
of the MSTS on the merchant marine, but just wher the merchant- 
marine category stops and some other category of activity begins is 
a rather difficult line. 

[ would say the stevedoring would be a part of the merchant-marine 
picture. I think freight forwarding comes just ahead of stevedoring. 

So, we get to that line; but I thought it would be well to have a state- 
ment of the problem. 

Mr. Bonner. Yes. 

Mr. Auuen of California. And then we can consider later how much 
bearing it has. 

Mr. Bonner. In your statement, is there some particular place in 
which you point out the activity of the agency you complain of being 
detrimental to the healthy operation of the American merchant ma- 
rine? 

Mr. Aurscuuter. Yes, Mr. Bonner; there is. 

Mr. Bonner. What part of it is it 
Mr. Aurscuvuer. Well, I- 
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Mr. Bonner. Just tell me what part it is, so as not to prolong this. 

Mr. Avrscuuter. I pointed out in a letter in which the Honorable 
John T. Kohler, the then Assistant Secretary of the Navy, wrote to 
Mr. Hart. He specifically and clearly pointed out in detail that the 
Army formerly used private freight forwarders to bring these goods 
to the ships, that after MSTS got into the picture it negotiated with 
private carriers to have the carriers render their freight service in 
transporting the goods at a price cheaper than they did before, be- 
cause they were no longer to pay this freight brokerage to private 
fre sight forwarders, and ‘that, therefore, these contracts of carr lage do 
not permit the carrier to pay to a private freight forwarder the 
brokerage. 

Then he goes on to say the question of bringing the goods forward 
is the job of the independent service, such as the Army ‘and the Nav y. 

Now, if the Army chooses to bring its own goods forward and pay 
for it out of its own appropriation, the Military Sea Transportation 
Service isn’t concerned; but what is the crux of the matter is that 
formerly the Army didn’t pay for this service. It was paid out of 
this freight brokerage, and the Army, not wishing to pay for private 
freight forwarders who were formerly paid out of this brokerage, and 
since the forwarder can’t be paid the brokerage because the contract 
of the Military Sea Transportation Service with the private carrier 
doesn’t permit it—the answer is the Army has to do its own forwarding 
and pay for it by the use of its own military and civilian personnel; 
and if Mr. Bland was right, and he made a thorough investigation, 
which you undoubtedly have in your records—he found when the 
Gcovernment does it itself it costs more and it is less efficient. 

Mr. Bonner. I go along with all you said. I am just trying to find 
out, to put it in a different way, just how the freight forwarders pro- 
mote and assist the American merchant marine. 

That is the angle. 

Mr. AurscHu.er. Well, you will have a technical elucidation of 
what the forwarder does from Mr. Biegen. 

Mr. Bonner. We are interested in promoting and fostering a larger 
and healthier American merchant marine. 

Mr. Aurscuuter. That is right. 

Mr. Bonner. Do you contend your organization does that / 

Mr. Aurscuuter. That is right, and I will—— 

Mr. Bonner. Then somebody else will answer that. 

Mr. Aurscnuter. And I will say this: In the hearings before the 
Maritime Commission and the Maritime Board, when steamship con- 
ferences tried to prohibit individual carriers from paying freight 
brokerage to forwarders, these very questions were gone into very 
fully, and you will find, in the opinion of the Maritime Commission, 
in Docket 657, a long and clear statement of what the private freight 
forwarder does for the American merchant marine. 

Mr. Bonner. I was here during that time. I was on this committee. 

I am just trying to get at the place where this MSTS—whether it 
is MSTS or the administration at the national defense—fits into this 





picture, because my opinion is we are thinking about the effect of 
MSTS on the American merchant marine; and if it is doing what you 
say by its conduct 
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Mr. AurscHucer. The best answer I can give you is that the MSTS, 
in compelling contracts with private carriers to eliminate the pay- 
ment of freight brokerage, by doing so, is the one who causes this 
chain of events of private forwarders not being used by the service. 

Mr. Auuen of California. Mr. Garmatz. 

Mr. Garmarz. No questions. 

Mr. Aven of California. Thank you very much, sir. We appre 
clate your statement. 

Mr. Aurscnuter. Thank you, sir. 

Mr. Auuen of California. I might say, without objection, the letters 
attached to your statement will become a part of the record. 

(The letters referred to are as follows:) 


NOVEMBER 20, 1947. 
Hon. ArtHUR H. VANDENBERG, 
United States Senate, Washington, D. C. 

DEAR SENATOR VANDENBERG: This morning I noted that section 3 (B) of the 
foreign aid bill, approved yesterday by the Senate Foreign Relations Committee, 
provides that the President, acting through the executive agencies, may transport 
and store or provide funds for the transportation and storage of commodities 
supplied under this bill. Section 3 (C) of the proposed legislation further 
provides for the transfer of these commodities to any recipient countries. 

My interest in thees sections is because they indicate that the supplies fur- 
nished under this bill might possibly be handled and transported by Governmert 
rather than private facilities. While I can understand that certain types of 
military cargoes may best be handled and transported by Government agencies, 
1 feel that it is imperative to the maintenance of a healthy postwar American 
merchant marine and its related service industries that transportation of these 
cargoes generally be handled by private enterprises rather than by Government 
facilities. I am particularly interested in insuring that these relief cargoes 
will be forwarded through ordinary forwarding channels rather than by the 
Arimy or other domestic or foreign government agencies. 

During the war, it was found that lend-lease cargoes could be more cheaply 
and expeditiously handled by private freight forwarders than by Government. 
To insure the use of these private freight-forwarding facilities, both during the 
war and in the postwar period, the Congress passed legislation, usually referred 
to as the Bland Freight Forwarding Act (sec. 217 of the Merchant Marine Act 
of 1936, as amended), which provided that lend-lease and other cargoes should 
be handled by private forwarders and that all Government agencies should make 
use of their services for the shipment of waterborne exports. Experience during 
the war with lend-lease cargoes clearly demonstrated the wisdom of this pro- 
cedure, as these shipments were handled far more quickly and at a lesser cost 
by private freight forwarders than they had been when directly handled by 
Government agencies 

While the wording of section 3 (B) of the foreign-aid bill would permit con- 
tinuation of the use of private freight forwarders as specified by the Freight 
Forwarding Act, it also impliedly would permit the use of Government facilities 
for forwarding relief shipments. I feel sure that you, and the members of 
your committee, did not consider or intend the authorization of this practice. 
For not only has past experience demonstrated that if this were done under 
the authority provided by section 3 (B) it would be more expensive to the 
American taxpayer, but it would also put out of business the private freight 
forwarders who Congress has previously determined are necessary as an ad- 
junct to a successful postwar foreign commerce and American merchant marine. 

In order that there may be no ambiguity arising from this provision, may I 
ask either that there be included in the bill when it reaches the floor a provision 
for the use of private facilities for the handling of these cargoes, or if you feel 
that such a provision would burden the legislation, a statement on the floor 
and in the committee report to the effect that it is intended that private fa 
cilities be used to handle the shipment of.these relief cargoes. In my opinion 
either of thes. procedures are extremely desirable; they would, I know from 
past experience, reduce to a minimum the cost which the Government would 
incur for the transportation of relief supplies and insure the most efficient 
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handling and shipments. They would also be in accord with the congressional 
policy previously specified in the Freight Forwarding Act. 

May I add that the above comments regarding the interim-relief bill are also 
applicable to the long-range program for the shipment of supplies for the re- 
covery of Europe. 

I would appreciate your assistance in this matter. Would you let me know 
what action along these lines you deem to be most feasible. 

Yours very sincerely, 


UNITED STATES SENATE, 
COM MITTEE ON FOREIGN RELATIONS, 
November 21, 1947. 
Hon. 8. O. BLAND, 
House of Representatives, Washington, D. C. 


My Dear CONGRESSMAN BLAND: This will reply to your letter of November 20. 
I appreciate the spirit in which you have written. 

Certainly I completely agree with your basic point of view. Relief supplies 
to Europe should use “private enterprise” facilities to the last practicable de- 
gree. I make this statement without reservation. I doubt, however, whether 
the relief law should textually assert this requirement. We are dealing with 
an emergency situation which may—in some emergent moment—require the 
use of any transportation facilities (including Government facilities) which 
may be available. The purpose of the Senate committee in writing this trans- 
portation clause into the bill was solely to make sure that the appropriation 
covers “transportation.” The fact remains that I completely agree with your 
viewpoint regarding the actual practice which should be followed to the last 
practicable degree and I shall be glad to say so. Furthermore, you are welcome 
to use this letter if you wish. 

With warm personal regards and best wishes. 

Cordially and faithfully, 
A. H. VANDENBERG. 


(Copy of letter sent by Hon. Schuyler Otis Bland to the Secretary 


of State :) 
NOVEMBER 24, 1947. 
The honorable the SEcRETARY OF STATE, 
Department of State, Washington 25, D.C. 

DeaR Mr. Secretary: During the past weeks, serious questions have arisen 
concerning the transportation and forwarding of relief cargoes to Europe. Ob- 
jections have been understandably and well raised by shipping and freight- 
forwarding concerns to the thought that under these plans relief cargoes might 
be handled and carried by Government agencies using Government facilities 
rather than through the facilities of private enterprise. 

It is my opinion, as well as that of others with whom I have talked, that the 
congressional policy set forth in the Merchant Marine Act of 1936 and subsequent 
legislation, particularly section 217 of the Merchant Marine Act, require that 
private shipping and forwarding facilities be used to service these cargoes. In 
the interim foreign relief bill reported last week by the Senate Committee on 
Foreign Relations, provision was made in section 3 (B) for the President, 
through the executive agencies, to provide transportation and storage, or to pay 
for the transportation and storage, of relief cargoes shipped pursuant to this 
legislation. The broad language of this section, and the implication that Govern- 
ment agencies could directly furnish the transportation and storage, raised serious 
questions in the mind of people in the maritime and freight-forwarding industry. 
Because of the importance of this question to the merchant marine and the 
freight forwarders, I wrote to Senator Vandenberg, chairman of the Foreign 
Relations Committee, and to other members of the Senate and House groups 
dealing with relief legislation, stating that it was my opinion that private- 
enterprise facilities should be used and that there should be a clarification of 
the congressional intent as expressed in the language of this section. Senator 
Vandenberg has just written to me, stating that he is in complete agreement 
with my point of view, adding that “relief supplies to Europe should use ‘private 
enterprise’ facilities to the last practicable degree.” For your information, I 
am enclosing a copy of my letter and Senator Vandenberg’s reply. 
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It seems to me quite clear that it is the intent of all concerned to use private 
shipping and freight-forwarding facilities to handle these cargoes both under 
the interim and long range European relief programs. In order to remove the 
possible ambiguity in the broad language of the statute, I suggested to Senator 
Vandenberg that an amendment to this effort might be incorporated in the 
legislation. I am, however, in agreement with the Senator that it would prob 
ably be unwise to burden this bill or to take the time of the Congress to put in 
an amendment of this kind. In order that there may be no doubt, however, that 
private enterprise facilities will be used for shipping and forwarding, I believe 
that a statement from you, setting forth that it is the State Department's view 
that this shall be done, will suffice to settle this matter to the satisfaction of 
all and to remove any need for specific legislative action to accomplish this 
purpose. 

My views on this matter have been discussed with Dr. Radius of your staff, 
who has stated that they accord with those of your Department. As this policy 
determination has already been made, and as the interim bill is already on the 
Senate floor, I would appreciate an immediate reply from you. I think that such 
a reply will be adequate to remove all latent doubts and ambiguities and should 
be satisfactory both to the industry and to the Members of Congress who have 
been concerned with this problem 

Yours very sincerely, 


[From the Congressional Record, Senate, p. 10944, Nov. 25, 1947] 


Mr. VANDENBERG. It is not my conscience that bothers me in answering these 
questions; it is the fact that we are dealing with certain imponderables which 
require a degree of elasticity for the future if we are to meet the objectives 
of the proposed act. Let me say this with respect to the particular question 
which the Senator asks. I think this inquiry was initiated in the first place 
by a very distinguished Member of the House of Representatives, Representative 
Bland, of Virginia, who has a long-established interest in this subject, as has 
also the Senator from Maine. 

In correspondence Representative Bland has said to me that he understands 
why it would be undesirable to attempt by specific definition to hamstring the 
freedom of the Government during the next 90 emergency days in finding 
transport facilities for these emergency supplies; and he has said that from 
his point of view he would be completely satisfied if the chairman of the com 
mittee were to state on the floor of the Senate, as the chairman did twice on 
yesterday, that it is his judgment that insofar as it is possible to use the 
existing private merchant marine of the United States it will be expected 
that that facility will be the one upon which the Government primarily relies 
and upon which it exclusively relies, insofar as it can, for the delivery of these 
supplies, always reserving the fact, however, that we are dealing with an 
emergency, that food is available here and that the necessity is yawning in 
the foreign countries, and we have to take whatever facility happens to he 
immediately available. 

Mr. Wuire. Mr. President, I am in complete concurrence with what the 
Senator has just said. I should not want to limit the Government to the use 
of privately operated ships, but by the same token I did not want the language 
in the bill to be understood as conferring a governmental monopoly. 

Mr. VANDENBERG. The Senator is satisfied with the statement I made? 

Mr. Wuirte. Yes. 

Mr. VANDENBERG. It refers to freight forwarders as well as to merchant ships. 

Mr. Bark.iey. Mr. President, I agree with the Senator from Michigan in 
regard to his interpretation of the language in subsection (b), but if anybody 
still has any doubt about it, it can be cleared up by having the language read 
“transport or cause to be transported and stored.” 

Mr. VANDENBERG. I say to the Senator from Kentucky that I think the situation 
is in satisfactory form, in the light of the statement I have made. 

Mr. BARKLEY. I agree with that interpretation: I thinks so, too. But I was 
anxious to clear up any doubt about it in anyone’s mind, and I think the state- 
ment of the Senator does that. 

Mr. Wuite. Mr. President, I repeat that, so far as I am concerned, I am entirely 
satisfied with the statement of the Senator from Michigan. 

Mr. VANDENBERG, I thank the Senator. 


45110—54—-pt. 1 26 
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OctToBER 10, 1947. 
Rear Adm, W. W. SMITH, 
Chairman, United States Maritime Commission, 
Washington, D. C. 

My Dear ApMIRAL SmirH: Several years ago Congress enacted legislation, 
commonly referred to as the Bland Freight Forwarding Act, which was incor- 
porated as an amendment to the Merchant Marine Act of 1986. Under that 
legislation, the Martitime Commission was directed to take measures, in co- 
operation with other Federal agencies, to coordinate the functions and facilities 
of the freight forwarders in order to preserve and develop freight forwarding 
for the postwar restoration of foreign commerce. Subsection (b) of this amend- 
ment requires the Maritime Commission to report to the Congress every 4 months 
on the action which it has taken under this legislation and to give the names 
of any Federal departments and agencies which have failed to cooperate in 
accordance with the provisions of the act. 

On examination of the committee records, I find that no reports have been 
received from the Maritime Commission concerning its activities under this act 
since January, although 8 months have elapsed. Would you inform me, there- 
fore, when these reports are to be expected and what action the committee is 
taking to fulfill its duties under this statute. 

Very truly yours, 
S. O. BLAND. 





Unitep Srares MaritiMeE CoMMISSION, 
Washington, November t, 194 
Hon. SCHUYLER OTIS BLAND, 
Committee on Merchant Marine and Fisheries, 
House of Representatives. 


My Dear JupGe BLAND: I have your letter of October 10, 1947, in which you 
note that no reports under the Bland Freight Forwarding Act have been sub- 
mitted to Congress by the Commission since January 1947 and in which you 
inquire (1) when further reports are to be expected, and (2) what action the 
Comunission is taking to fulfill its duties under the statute: 

In its 14th report to Congress under the Bland Act, the Commission said: 

“Inasmuch as the forwarding functions have now been returned to normal 
commercial channels, the United States Maritime Commission contemplates no 
further activities in connection with this act.” 

The Commission took this position because of its understanding that the Bland 
Act had for its purpose the preservation of the forwarding industry during the 
war by assuring the participation of forwarders in the handling of lend-lease 
exports, and because it was unable to find in the language or in the history of 
the act any indication that it imposed upon the Commission duties in addition 
to those related to lend-lease. Since it appeared that there was nothing more to 
be done, the Commission so informed the Congress in its 14th report. The Com- 
mission has assumed that since its activities under the act had terminated, no 
further reports were hecessary or proper. 

The Commission has made no request for funds to carry out any program 
under the Bland Act, and is now without money or personnel for that purpose. 
I have been informed that such funds as were used by the Commission and War 
Shipping Administration in carrying out the Bland Act program consisted wholly 
of money transferred for that purpose by the Office of Lend-Lease Administration. 

The effect of the Bland Act is one of the important questions in a regulatory 
matter (Docket No. t657) now pending before the Commission’s Office of Trial 
Examiners. That proceeding, as you know from my letter of May 1, 1947, in- 
volves an inquiry into practices relating to payment and nonpayment of broker- 
age to ocean forwarders. As it will eventually come before the Commission for 
final decision, I deem it imperative that the Commission refrain at present from 
taking a conclusive position with respect to issues upon which it will have to 
pass on in a quasi-judicial capacity. 

Counsel for the Commission have prepared a brief to be filed in the brokerage 
proceeding. I understand that they have discussed the Bland Act extensively 
in that document, and I shall direct that copies be furnished to the committee 
as soon as it has been served on the parties in interest and filed with the 
Commission. It should, of course, be understood that the brief is submitted by 
counsel only in an advisory capacity and is no more binding upon the Commis- 
sion than are the briefs of private parties. I assume that the forwarder in- 
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terests will themselves brief their views on the Bland Act, and you have my 
assurance that those views will be considered no less attentively than the views 
expressed by others. 
The Commission understands and appreciates your interest in this matter, and 
will do its utmost at all times to keep you fully advised. 
Sincerely yours, 
W. W. Situ, Chairman 


NOVEMBER 19, 1947. 
Adm. W. W. SMITH, 


Chairman, United States Maritime Commission, 
Washington 25, D.C. 

My Dear ApMIRAL SmitTH: Reference is made to your letter of November 6, 
1947, concerning the activities of the Maritime Commission under the Bland 
Freight Forwarding Act. In your letter you stated that it is the Commis- 
sion’s understanding that the Bland Act had for its sole purpose the preserva 
tion of the forwarding industry during the way by insuring the participation 
of the freight forwarders in the handling of lend-lease export cargoes, and that 
the Commission is unable to find in the language or in the history of the act 
any indication that it imposed upon the Commission duties in addition to those 
of lend-lease. Your letter further stated that the Commission has assumed that 
its activities under the act have terminated so that no further reports to Congress 
are necessary. 

May I say at the outset that the Commission’s interpretation of the Bland 
Freight Forwarding Act is completely contrary tomy own. Moreover, I feel that 
this interpretation is directly at variance both with the express verbiage of the 
statute and with the intent of Congress as shown by the act’s legislative history 

The Bland Freight Forwarding Act (Sec. 217, Merchant Marine Act of 1936 
as amended) states that: 

“The Commission is hereby authorized and directed through such administra 
tive measures, agreements with other Federal departments and agencies, contracts 
with individuals or private business concerns or other arrangements, as it may 
deem to be necessary or appropriate in the public interest to coordinate the 
functions and facilities of public and private agencies engaged in the forwarding 
and similar servicing of waterborne export and import foreign commerce of the 
United States, for the efficient prosecution of the war, the maintenance and de- 
velopment of present and postwar foreign trade, and the preservation of forward- 
ing facilities and services for the postwar restoration of foreign commerce. As 
used herein the term ‘water-borne’ export and import foreign commerce of the 
United States shall be deemed to include export shipments from the Government 
of the United States to the governments of nations whose defense is deemed by 
the President to be vital to the defense of the United States under the authority 
of the act of March 11, 1941.” 

You will note that the above statute sets forth in the first sentence general 
duties to be exercised by the Maritime Commission to further freight forward- 
ing. You will note, moreover, that the duties imposed on the Commission include 
the maintenance and development of postwar foreign trade and the preservation 
of forwarding facilities and services for the postwar restoration of foreign 
commerce. The second sentence of the statute merely states that the general 
duties imposed by the act shall apply to cargoes shipped under the so-called 
Lend Lease Act. In other words, the statute does not provide principally for 
lend-lease activities and then incidentally for other cargoes to be handled by 
forwarders. The effect of the statute is quite the opposite: it applies to the 
general coordination and development of freight forwarding and only inciden- 
tally to Lend Lease shipments. 

My recollection of the legislative intent that this statute should have postwar 
application is clear. I further recollect that the section regarding lend lease 
was inserted as an amendment to the basic statute merely to insure that the broad 
provisions of the act would be applied to these specific cargoes. Moreover, the 
report by our committee, which was adopted by the Senate committee which 
considered the freight forwarding bill, specifically and clearly points out that 
this legislation was to have post-war application. Furthermore, the report of 
the Maritime Commission on this bill when it was pending before our committee 
likewise clearly evidences the Commission’s belief that this statute would have 
postwar application. For these reasons, I am convinced that the Maritime Com 
mission's position expressed in your letter of November 10, is erroneous and that 
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the Maritime Commission's action in discontinuing the performance of its duties 
under this act is without legislative sanction and contrary to the Congressional 
mandate as expressed in the statute. 

Being the author of this bill and knowing the purpose which it was designed 
to accomplish, I feel that the Maritime Commission has been remiss in its duties 
in discontinuing its activities to further the freght forwarding segment of 
our maritime industry. Accordingly, I must ask that the Maritime Commission 
reexamine the determination that it has-made. Such reexamination will clearly 
demonstrate to you, I am sure, that the conclusion expressed in your letter of 
November 10 is erroneous. Once that has been done, I must further ask that 
the Commission tuke all necessary steps to fulfill its duties under this statute. 

Because of the importance of your opinion on the application of the Bland 
Freight Forwarding Act in the determination of the now pending question of 
whether cargoes under the so-called Marshal! plan will be shipped through pri- 
vate freight forwarders, I would appreciate, if possible, having your reply to this 
letter within 1 week. 

Very truly yours, 


NOVEMBER 20, 1947. 
Hon. KENNETH ROYALL, 
Secretary of the Army, 
Department of the Army, 
Washington, D.C. 


My Dear Mr. S&crETARY: Reference is made to our previous correspondence 
concerning the use of private freight forwarding in the shipment of relief 
supplies to Europe. As I have stated in my previous letters, it is my firm 
opinion that the the so-called Bland Freight Forwarding Act (sec. 217 of the 
Merchant Marine Act of 1936, as amended) requires that private freight for- 
warding facilities be used to handle the shipment of these supplies. I have had 
a close study made of the legislative history of that statute; from this examina- 
tion, plus my own study of the act and my recollection of the intent of the 
Congress at the time this legislation was pending, I am convinced that Congress 
has clearly expressed its intent that these shipments be so handled. 

In your previous correspondence, you mentioned that the Army would handle 
the shipment of military equipment and direct Army purchases under the Greek- 
Turkish loan, It seems to me that the handling of such equipment by the Army 
and the use of its facilities for its forwarding may be appropriate; but it has 
just come to my attention that the Army is now also shipping road material and 
other equipment of a nonmilitary nature through its own facilities in the port 
of New York. If so, I think it is clearly in violation of the direct mandate to the 
Government departments set forth in the Bland Freight Forwarding Act. I would 
appreciate a report from you as to whether this information is correct. 

In my opinion it is essential to the welfare of the postwar American merchant 
marine and the development of our postwar foreign commerce, that the private 
freight forwarding industry be maintained. When hearings were held before our 
committee prior to the passage of the Freight Forwarding Act, the importance 
of freight forwarders to both the development and maintenance of a healthy 
American merchant marine and a sound foreign commerce was made quite 
evident. Accordingly, it is my hope that you and the Department of the Army 
will do everything possible to comply with the letter and the spirit of the act, 
and that you will ship all supplies of a nonmilitary nature through ordinary 
forwarding channels. Experience during the war with the equipment of lend- 
lease supplies has demonstrated clearly that the use of private forwarders is 
both cheaper and more expeditious than shipment through government forward- 
ing facilities. 

Would you please let me know what action is contemplated by the Department 
of the Army to insure the use of private forwarding facilities for all nonmilitary 
relief cargoes. 

Yours very sincerely, 
S. 0. BLamp. 


Mr. Auten of California. Mr. Allen, would you like to come 
forward? 
Mr. Auten. Thank you very much. 
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Mr. Au.en of California. Mr. Allen, I don’t want to foreclose you 
on time. 

Mr. AuLEeN. | will make it very brief. 

Mr. Auten of California. We have only about 10 minutes now, or 
a little less. 


STATEMENT OF JOSEPH W. ALLEN, PRESIDENT OF FORWARDING 
AGENTS AND FOREIGN FREIGHT BROKERS ASSOCIATION OF NEW 
ORLEANS, LA. 


Mr. Auten. I will make my statement very brief because I have only 
to show the type of cargo and the volume that is moving under MSTS 
bookings that we not pe urtic ipate In. 

| will identify myself and then I would like to make a comment—— 

Mr. Au.en of California. Sit down, if you will. 

Mr. Auten. Thanks. 

My name is Joseph W. Allen. Iam owner of the forwarding firm 
of J. W. Alien, 411 Whitney Building, New Orleans. I am president 
of Forwarding Agents and Foreign Freight Brokers Association of 
New Orleans, La. I am making this statement as an association 
representative. 

Before making my statement, I wish to comment on a paragraph in 
Mr. Altschuler’s statement on page 13, the last paragraph. I read 
something here that is very astounding. It is something contrary to 
ever ything that we have heard in the gulf area as to the arrangement 
between MSTS and steamship lines. For instance, here is the sentence 
that astonishes me: 

The steamship carriers further informed the contracting officer of MSTS that 
they would consider a space-charter rate which would be at a lower cost than 
the previous space-charter rate if the factor covering the use of freight forward- 
ing was eliminated. 

Now, this appears as though the steamship companies offered the 
MSTS a proposition that was attractive by eliminating foreign 
agents. 

From every source and from all the information we have received, 
and it is apparently of common knowledge, the MSTS told the steam- 
ship representatives that at the time of negotiations they would “ 
negotiate on the basis of the forwarder ; if they wanted to negotiate, 
would have to on the basis of the elimination of the forwarder, at 
which time they were told, the MSTS, this was a violation of the Bland 
Act, and they would take care of that. 

Now, that is the type of information we have believed and we have 
received, and when you ask what part the MSTS played in this— 
they are the only people that can name a forwarding agent or arrange 
for a forwarding agent. They book freight. 

While they say they are primarily interested in it only after it goes 
aboard, they are the ones that make it possible for the various agencies 
to book the freight. They arrange the type of space. The name of the 
ship, the sailing vessel, the sailing date, is all done by the MSTS at the 
time of booking. If they were to say to the steamship company that 
forwarders will be used either by the Army, Navy, or delivering car- 
rier, then there is no question of the forwarder being used. Just at 
the time of booking is when this thing comes up. 





400 MILITARY SEA TRANSPORTATION SERVICE 


Now, the MSTS arranges the booking for the Army and other 
agencies and if they do not include the use of a forwarder or permit 
the use of the forwarder, the Army can’t do it; the delivering carrier 
can’t do it. The MSTS are the ones that make the bookings. 

I merely comment on that before I make my statement. 

My statement is for the purpose of showing the type of cargo 
moving to the gulf and the volume, not in specific terms, because 

Mr. Bonner. Let me interrupt you before we go into that. 

Mr. ALLEN. Yes, sir. 

Mr. Bonner. Do I understand from you in the MSTS they have 
a division which we would call the forwarding division ¢ 

Mr. Auten. No: they have a booking—— 

Mr. Bonner. Well, their booking division, then? 

Mr. Aten. That is right. T hey book the freight. 

Mr. Bonner. And that operates in the same manner that a freight 
forwarder operates / 

Mr. ALLEN. No, sir. They operate in the same way that an ocean 
freight broker would operate. 

An ocean freight broker is a man who makes a deal between the 
shipper and the carrier. That is the same thing MSTS do. They 
make the booking with the carrier for the Army, or some other agency. 

Now, at that particular time, when they made the booking, if the Vv 
told the steamship companies that forwarders will be used, that is 
all there is to it. Forwarders can be used. 

Mr. Bonner. What service is eliminated by that arrangement of 
MSTS and the shipper ? 

Mr. Auten. Well, the MSTS, by the mere fact of booking the 
freight with the steamship people, prohibit the forwarder from par- 
ticipating from any angle. 

Now, I came here in a little bit—— 

Mr. Bonner. Is there any such practice as that going on in private 

idustry ? 

Mr. Aten. No, sir, and not with any other Government agency. 
All of the Government agencies tell the steamship people at the time 
of booking. 

Mr. Bonner. But with private industry 

Mr. Auien. No, sir. I never heard of it. 

Mr. Bonner. There is no such thing in private industry as the 
booking agency ? 

Mr. Auten. Well, any number of shippers book direct. with tie 
steamship companies, but they name a broker or forwarding agent, 
an intermediary. 

Mr. Bonner. And he negotiates with the—— 

Mr. Auten. He is the one that delivers from the point of origin, 
delivers at the wharf, takes out the proper documents, clears with 
the customs. 

That is the same work we have been doing for the Army and which 
we are now doing for the Department of Agriculture and the Bureau 
of Roads. 

Now, Mr. Biegen will probably be on after me and his part of the 
testimony, as I understand it, will be in detail as to how forwarders 
perform their services. 

Mr. Bonner. All right. 
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Mr. Aten. If there is no objection, my statement, to begin with, 
is a very short one, and I merely want to point out and substantiate 
by photostatic evidence the type of cargo that has been moving 
through the gulf without the forwarder participating. 

Mr. Avtten of California. If you would like it to be done, Mr. 
Allen, we will incorporate your whole statement as presented in the 
record at this point. 

Mr. Auten. Fine. That is all right, Mr. Allen. 

Mr. Auten of California. It will be made a part of the record at 
this point. 

(The prepared statement submitted by Mr. Allen is as follows:) 


STATEMENT OF Mr. Joseru W. ALLEN, PRESIDENT, FORWARDING AGENTS & FOREIGN 
FREIGHT BROKERS ASSOCIATION OF NEW ORLEANS, La. 


My name is Joseph W. Allen. I am owner of the forwarding firm of J. W 
Allen, 411 Whitney Building, New Orleans 12, La. Iam president of Forwarding 
Agents & Foreign Freight Brokers Association of New Orleans, La. I am making 
this statement as the association's representative. 

I endorse the statement heretofore made by the representative of Customs 
Brokers & Forwarders Association of America, Inc., and for brevity, will not 
repeat what they have said. 

Figures are not available as to the exact quantity of tonnage that has been 
lost to New Orleans forwarders, but it is tremendous. The Weekly Bulletin, 
official journal of the Associated Port Interest of New Orleans, issue of December 
26, 1953, carried an article wherein Brig. Gen. Harold R. Duffie, commanding 
general of the port of New Orleans, had said that exact tonnage figures could 
not be given out for security reasons, but that nearly a million more tons of 
cargo was shipped in 1953 than in 1952, or about two and one-half times the 
total for 1950. This article quoted General Duffie as stating that there wus 
no reduction of forces after the end of Korean fighting 

In the Weekly Bulletin, issue of January 9, 1954, was an article stating that 
the steamship Cotton Mariner had sailed recently from New Orleans with what 
is believed to be the largest cargo ever loaded aboard an oceangoing vessel. 
This article goes on to state that Capt. Philip 0. Jenkins, United States Navy, 
commanding MSTS gulf subarea, had said that altogther 18,000 measurement tons 
was aboard the steamship Cotton Mariner, cargo consisting of automobiles, 
barbed wire, lubricating and fuel oil, ete. 

The New York Journal of Commerce, in their issue of February 11, 1954 
carried an article regarding millions of dollars allocated for Korean rehabilita 
tion. This article stated that $200 million had been set up for Korean relief, 
and some of the items in the process of procurement were trucks, $1 million; 
auto spare parts, $1,295,000; wood logs, $2 million; wheat, $1 million: abaca, 
$810,000; cotton, $6,400,000; cotton yarn, $2 million; cotton cloth, $1,600,000; 
glass, $400,000; automobile tires and tubes, $1,435,000; construction materials, 
$8,708,000 ; crude rubber, $1 million; iron and steel, $1 million; tallow, $800,000: 
raw sugar, $576,000, nonferrous metals, $335,000. Total $33,859,000. The 
article goes on to state that these totals represent only the Foreign Operations 
Administration portion of outside assistance to Korea, and that in addition 
to the goods ordered under this program the Korea Civil Assistance Command 
(KCAC) had brought to the Korean economy aid goods valued at more than 
$40 million during the 7 months ending January 31, 1954. This article further 
states that the United National Korean Reconstruction Agency also had brought 
to Korea during the year ending December 31, 1953, more than $30 million in 
aid goods, and that a further $18 million worth had been ordered, of which a 
large part was en route. 

The New York Journal of Commerce, issue of March 23, 1954, carried an article 
stating that heavy traffic continued to roll through the New Orleans port of 
embarkation, and that the military and civilian personnel consisted of some 
3.000 people, which represents little change since the end of the fighting in 
Korea. This article further stated that, while there had been a downward 
trend in shipments of combat type military items, relief cargoes and heavy 
Air Force shipments had taken up the slack. 
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Attached to statement will be found photostatic copies of these news items, 
which indicate the tremendous amount of tonnage that has been booked and 
handled through sources other than recognized and certified export forwarding 
agents. 

We respectfully ask your committee to take such steps as will be necessary 
to protect the foreign freight-forwarding industry, not only because we believe 
the Bland Freight Forwarding Act is still valid, but because we do not believe 
the Government should compete with private industry. 


[Weekly Bulletin, the Port of New Orleans, Saturday, December 26, 1953] 
CarGo TONNAGE AT NoPE Up NEARLY MILLION Tons 


As of this week, the New Orleans port of embarkation has handled nearly 
a million more tons of cargo than for 1952. This was revealed by Brig. Gen. 
Harold R. Duffie, commanding general of the port, early during the week. 

General Duffie pointed out that exact tonnage figures are not available for 
reasons of security, but he said the figures for this year are “about 2% times the 
total for 1950.” 

“Because of this extremely heavy workload,” he continued, “there was no 
reduction of forces after the end of the Korean fighting.” 

The heavy cargo traffic at NOPE is attributable to two factors, according to 
General Duffie: first, the necessity for supplying strong forces the United States 
continues to maintain overseas, and second, “sound judgment by the Army in 
taking advantage of low-cost factors existing here in routing cargo.” 

The port’s commander had high praise for the personnel involved and he also 
emphasized “an extraordinary reduction” in the average time required for 
handling cargo. He noted that demurrage charges on cargo unloaded are 
negligible, explaining that demurrage represents the penalty for delay. 

“It is a record of excellent planning, accurate phasing of cars into the port, 
and spotting them on the whaves, as well as a splendid testimonial to the car 
unloaders and stevedores who did the job,” he said. “This efficiency has 
hrought cargo to the gulf in great volume, and it is the reason the New Orleans 
port of embarkation will continue to get a major share.” 

Improvements listed by General Duffie together with other measures which have 
contributed to the overall performance are: Salvage operations, reorganization 
and consolidation of certain activities which resulted in a saving to the Govern- 
ment of more than $600,000 for the August-December period; creation of a 
general staff for closer supervision of activities at all levels; simplication of 
operational procedures such as a new drayage system, whereby one tractor can 
transfer several trailers in a “shuttle” operation to shipside. 


Weekly Bulletin, the Port of New Orleans, January 9, 1954] 


Corron Mariner Lirrs Recorp MSTS Carco 

The steamship Cotton Mariner sailed recently from New Orleans with what is 
believed to be the largest cargo ever loaded aboard an oceangoing vessel. The 
Cotton Mariner is operated by Luckenbach Gulf Steamship Co., Inc., for the 
Navy's Military Sea Transportation Service and its huge cargo was loaded at 
New Orleans. MSTS officers said that the ship is carrying on its deck and in its 
holds cargo enough to fill 360 boxcars. 

Capt. Philip O. Jenkins, United States Navy, commanding MSTS gulf subarea, 
said that altogether 18,035 measurement tons of cargo are on board the 560-foot 
vessel. Included are 60 automobiles, barbed wire, lubricating oil and fuel oil, 
ordnance supplies, chemicals and military trucks. 

On the main deck are an Army tugboat, 2 Navy minesweepers, a 120-foot Navy 
LST in 3 sections and an assortment of steel plates and girders. 

“It is believed the Cotton Mariner may have set an alltime record for cargo 
ships loaded anytime and anywhere,” said Clyde Yates, assistant chief of cargo 
operations at the MSTS gulf subarea headquarters in New Orleans. 

The Cotton Mariner, now in the Pacific Ocean, was built at the yard of Ingalls 
Shipbuilding Corp. in Pascagoula, Miss. It has a service speed of 20 knots and 
is one of the fastest cargo ships of its kind in the world, MSTS officials said. 
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[Journal of Commerce, New York, February 11, 1954) 


Korean Aip OrnpERS Mount To $80 MILLION—PROCUREMENT RBQUESTS APPROVED 
IN JANUARY Reaca Recorp Rare 


| Washington Bureau] 


WASHINGTON, February 10.—The Foreign Operations Administration announced 
today that more than $33 million in purchase requests for Korean rehabilitation 
were processed in the last month. 

These purchase requests come out of the $200 million fund set up under FOA 
for Korea. The announcement was attributed to C. Tyler Wood, United Nations 
command economic coordinator who is now in Seoul. 

The $33 million was said to be the largest amount for any 1 month to date and 
brings the total procurement requested by Korea and approved by Mr. Wood to 
more than $80 million 

INCREASED TEMPO 


As a result of the increased tempo of activity following the signing of the 
economic aid agreement in December, the following items are already in the 
process of procurement : 

Trucks, $1 million; auto spare parts, $1,295,000; wood logs, $2 million; wheat, 
$1 million; abaca, $810,000; cotton, $6,400,000; cotton yarn, $3,500,000; rayon 
yarn, $2 million; cotton cloth, $1,600,000; flat glass, $400,000; auto tires and 
tubes, $1,435,000; construction materials, $8,708,000; crude rubber, $1 million; 
iron and steel products, $1 million; tallow, $800,000; raw sugar, $576,000; non 
ferrous metals, $335,000. Total, $33,859,000. 


FOA PARTICIPATION 


These totals represent only the FOA portion of outside assistance to Korea 
In addition to the goods ordered under the FOA program, the Korea Civil 
Assistance Command (KCAC) has brought to the Korean economy aid goods 
valued at more than $40 million during the 7 months ended January 31. 

The United Nations Korean Reconstruction Agency (UNKRA) also has brought 
to Korea during the year ended December 31, 1953, more than $30 million in 
aid goods. A further $18 million worth has been ordered, of which a large part 
is en route. 


{Journal of Commerce, New York, March 23, 1954] 


Unitep States MiILirary, Alp OcEAN CARGO VOLUME HieH at New ORLEANS 
[Special to Journal of Commerce] 


NEw OrLEANS, La., March 22.—During the first 2 months of 1954, heavy traffic 
continued to roll through the New Orleans Port of Embarkation, involving 
approximately $2 million per month in port revenues. Of this more than two- 
thirds go to civilian contractors. 

The port’s strength—military and civilian—now stands at about 3,000, a figure 
which represents little change since the end of fighting in Korea. 

And while there was a downward trend in the shipment of combat-type military 
items, relief cargoes and heavy Air Force shipments helped take up the slack 

Recently, for instance, the port handled the first cargoes to be shipped to Spain 
under the Mutual Defense Assistance Program. 

trig. Gen. Harold R. Duffie, the port’s commanding general, attributed the 
healthy situation to efficiency and to “the fact that we have so many good ports 
on the gulf.” 

“Economy,” he said, “is a prime factor in the Army’s routing of cargo, and on 
the gulf labor and management are combining to help us keep the costs down 

“Small working forces have been regularly handling heavy work loads and 
the cleanliness of our wharves and safety record is ample testimony as to their 
efficiency.” 

The general said that accidents among stevedores had been reduced by about 
60 percent. A new purchase system has been created which enables straight 
hand-to-hand cash transactions in most instances, eliminating red tape. 

Rebuilding of older New Orleans wharves is the next step in the board of 
port commissioners’ program to modernize the port. 
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Under this phase of the program, the entire 74 miles of public wharves will be 
rebuilt in steel and concrete. 

One new wharf—1,000 feet long, costing $3% million—was finished in January 
next to foreign trade zone No. 2. Another 900-foot wharf is to be completed 
this year. 

At present, the port can accommodate 105 oceangoing vessels, 77 of them at 
public wharves. 


Mr. Auten. I appreciate that very much, and thank you for the 
very kind attention and time that you have given me under the 
circumstances, 

Mr. Auten of California. Are there any further questions? 

Thank you. 

Mr. Drewry. Mr. Chairman, there have been received a number of 
communications from various persons and organizations commenting 
on one phase or anothe r of the prob lem we are conside ring. I woul 1 
like to ed that they be received for incorpor: ation in “the record, 

Mr. ALLEN. Without ob jection, the communications will be inserted 
in the record at this point. 

(The communications referred to are as follows :) 


(CHAMBER OF COMMERCE OF THE UNITED NTATES, 
Washington 6, D. C., March 26, 1954. 
Hon. JoHN J. ALLEN, 
Chairman, Committee on Merchant Marine and Fisheries, 
Horse of Representatives, Washington 25, D. ¢ 

Drak Mr. ALLEN: As your subcommittee starts investigating policies and prac- 
tices of the Military Sea Transport Service, I should like to call your attention 
to the views of the membership of the Chamber of Commerce of the United States. 

The national chamber holds that the Government should make maximum use 
of commercial sea and air transport services to meet military and naval trans 
port requirements. 

Qur transportation and communication committee which reviewed this sub- 
ject recently takes the position that 

“To the extent that it does not jeopardize military secrecy, the Government 
should place first reliance on the use of ont itely owned and operated facilities 
and services for sea and air transport needed to meet Government transportation 
requirements, including foreign procurement programs.” 

The stated general policy of the Department of Defense is to “use privately 
owned and operated maritime vessels to the maximum practicable extent.” The 
difficulty is not with this stated policy ; it arises from the interpretation by MSTS 
as to as to what constitutes “the maximum practicable extent.” 

According to figures released on March 16, 1954, MSTS had 62 privately owned 
vessels under charter, 28 Government-owned vessels being operated by private 
companies under general agency agreements, and 248 of its own vessels in op- 
eration. 

Also, according to the commander of MSTS, during the 14-month period from 
January 1, 1952, to March 1, 1953, an average of 54.7 percent of the total dry- 
cargo tonnage of the Department of Defense moved overseas from United States 
continental ports was handled by vessels under MSTS control. 

The chamber recognizes that MSTS is an outstanding example of industrial 
fund financing, one of many improvements in administrative operations that 
Congress was seeking in 1949 when it amended the National Security Act. How- 
ever, we do not believe that any commercial-type activity, such as MSTS, merely 
because it is set up on a sound accounting basis, necessarily justifies the magni- 
tude or volume of operations of that activity. 

We further recognize that a portion of the vessels in the MSTS nucleus fleet 
are types which cannot be provided by private shipping companies. 

However, the figures quoted above indicate that although the Defense Depart- 
ment has a general policy that favors the use of private facilities and services, it 
is, in fact, placing first reliance on its own facilities. We believe this practice 
should be reversed. 
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Such reversal would be in harmony with Department of Defense policy (as 
expressed in its directive 4100.15) regarding commercial-type activities, and 
(Department of Defense instruction 4100.16), its counterpart for implementation. 

Cordially yours, 


(CLARENCE R. MILEs. 


NOVEMBER 24, 1953 


NUMBER 4100.15 
DEPARTMENT OF DEFENSE DIRECTIVI 


Subject : Commercial and Industrial Type Facilities 
Reference: DoD Directive 4000.8, November 17, 1952. 


I. PURPOSI 


The purpose of this directive is to establish the Department of Defense policy 
With respect to the ownership and operation of commercial and industrial-type 
facilities. 


Il. DEFINITION 


\s used in this directive, commercial or industrial-type facilities are those 
devoted to an activity which normally might be performed by private industry, 
except commissaries, post exchanges, and nonappropriated-fund activities 


Ill. POLICY AND CRITERIA 


The Department of Defense supports the basic principle that free competitive 
enterprise should be fostered by Government. Therefore, privately owned or 
Government-owned and privately operated commercial and industrial-type facil- 
ities will be used by the Department of Defense to the greatest extent practicable, 
recognizing the basic military necessity for integrated, self-sustaining units 
responsive to command and the necessity for operating anywhere in the world. 
It is the policy of the Department of Defense not to engage in the operation of 
ndustrial or commercial-type facilities unless it can be demonstrated that it 
is necessary for the Government itself to perform the required work or service. 
Those factors which would justify the continued use of, or the establishment 
of, Government-owned commercial or industrial-type activities are as follows: 

a. The absence of private facilities of sufficient capacity located within a 
reasonable distance from the point of demand. This may be particularly appli- 
cable in isolated areas. However, the possibility of inducing private industry to 
undertake the operation must be examined. 

b. Substantial savings to the Government resulting from performances at a 
Government facility, provided that the true-cost basis must be used in evaluating 
Government operations, including all allocable items of overhead and personnel. 

c. The necessity for meeting the military demand at all times without delay, 
particularly where abnormal or fluctuating military demand discourages private 
investment, with the result that the current or mobilization need cannot be 
met 

d. The need for training military personnel for advance base or overseas oper- 
ations where private sources will not be available for the particular work or 
service, 

e. In connection with certain operations, the necessity for complete command 
control in order to avoid compromise of highly classified security information. 

f. The necessity for protection of installations and personnel in areas of 
unusually hazardous operations. 

g. The necessity for the complete demilitarization prior to final disposal of 
certain types of military equipment. 

h. Any other factor clearly demonstrating a particular Government operation 
to be in the public interest. 

IV. 

This directive is effective immediately, and all previous instructions not con- 
sistent herewith are accordingly modified. 

C. E. WILSON, 
Secretary of Defense. 
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NUMBER 4100.16 
8 MarcH 1954 


DEPARTMENT OF DEFENSE INSTRUCTION 


Subject: Department of Defense Program for Review of Commercial and Indus 
trial-Type Facilities (DD-S&L(AR)140). 
References: (a) Department of Defense Directive No. 4100.15 

(b) Department of Defense Directive No. 4000.8, Par. III-B. 

(c) Department of Defense Directive No. 4000.11. 

Inclosures: 1. Cost Principles for Use in Determination of Product and Services 
Costs of Industrial and Commercial Facilities Owned and 
Operated by the Department of Defense. 

2. Subject Matter To Be Included in the Summary Reports of Analy 
sis of the Department of Defense Commercial and Industrial 
Facilities. 

3. First Increment of Commercial and Industrial Facilities To Be 
Reviewed. 


I. PURPOSE 


This Instruction implements references (a) and (b) and prescribes the basic 
program and guidance for the continuance in operation or the establishment of 
commercial and industrial-type facilities by the military departinents, agencies, 
and offices of the Department of: Defense. Specifically, this instruction is 
designed 

A. To provide that the Secretary of each military department initiate a 
continuing review program and make necessary determinations to achieve 
maximum economy through minimum facility and manpower expenditures 
for commercial and industrial operations without impairing military 
effectiveness 

B. To provide that Department of Defense departments, agencies, and 
commands effectively apply cross-servicing principles to items or services 
produced or performed by Department of Defense owned and operated 
commercial and industrial facilities. 


Il. DEFINITION 


As used in this Instruction, commercial- or industrial-type facilities are those 
devoted to an activity which normally might be performed by private industry, 
except commissaries, post exchanges, and nonappropriated-fund activities. The 
term “facility” as used herein means an entire installation, a portion of an 
installation, or an activity or function being performed therein. 


1Il, SCOPE AND APPLICABILITY 


A. The provisions of this Instruction apply to all commercial and industrial 
facilities (as defined in Section II above) owned and operated, or proposed to 
be established and operated, by Department of Defense departments, agencies, 
and commands, exclusive of : 

1. Those physically located within an active zone of action designated by 
the Secretary of Defense: 

2. Those that are an organic part of an authorized combat unit which is 
designed to be deployed to a zone of action ; 

3. Living quarters (officer and enlisted) and messhalls ; 

4. NATO-financed facilities. (While excluded from this program, con- 
sideration should be given, however, to the maximum feasible utilization of 
facilities made available under NATO-financed programs in Europe.) 

B. Commercial or industrial facilities technically within the definition set out 
above but regarded as borderline inclusions may be specifically exempted from 
the provisions of this Instruction upon approval by the Secretary of Defense. 


IV PROGRAM AUTHORITY AND RESPONSIBILITY 


A. The Secretaries of the military departments will: 
1. Be responsible for the analyses and determinations pertaining to mili- 
tary commercial and industrial facilities and similar privately owned and 
operated facilities. The analyses of privately owned and operated facilities 
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usually will be limited to the extent required to reasonably determine their 
ability to produce the product or perform the service : 

a. At or above the level of performance in the military facility ; 

b. At an equal or lower price than if the product or service were 
furnished by a Government-operated facility. 

2. Require each such analysis and determination be conducted in accord 
ance with the Department of Defense policy and criteria set out in references 
(a) and (b). Such analyses must be objective and conducted on an impartial 
basis. They must withstand a most searching examination. Full consid 
eration shall be given to: 

a. Obtaining the product or service from private enterprise ; 

b. Merging similar operations or functions being conducted at an 
installation ; 

c, Merging similar operations or functions being conducted at several 
adjacent locations at a single installation within the area: 

d. Merging similar operations or functions being conducted at several 
locations by the military departments into a facility of one of the 
departments ; 

e. Releasing the facility or placing the installation, or a portion 
thereof, in a “standby” status with a reduction in commercial and 
industrial-type activity to the extent that only minimum essential 
housekeeping and surveillance functions are performed. 

3. Issue such implementing regulations as may be required to insure, 
with respect to cross-servicing within and between Department of Defense 
military departments, that: 

a. The products or services produced or performed by the commercial 
and industrial facilities of one military department are made con- 
veniently available to other Department of Defense facilities ; 

b. The commercial and industrial facilities of other Department of 
Defense and Federal agencies are utilized wherever such use will not 
decrease military effectiveness or result in a higher cost; 

ce. Authority to negotiate and conclude cross-servicing agreements 
between Department of Defense agencies may be delegated to the heads 
of the facilities or commands directly involved, due regard being given to 

(1) The desirability of maximum simplification ; 

(2) The need to integrate the local requirement with the overall 
requirement of the military departments concerned. 

4. a. Secure the approval of the Assistant Secretary of Defense (Prop 
erties and Installations) prior to establishing or acquiring new, or expanding 
existing physical plants, used for the performance of commercial and in 
dustrial-type operations. Requests for approval should be accompanied by: 

(1) A certification (a) that the proposed facility is in accord with 
the policy stated in reference (a), identifying the factor in Section III 
thereof which forms the basis for such certification, and (b) that the 
required needs cannot be effectively served by the existing facilities of 
all departments. 

(2) A justification including, but net limited to, information required 
by the applicable items contained in inclosure 2. 

b. Normal fluctuations in the level of operations carried on in 
existing physical plants performing commercial- and industrial-type 
operations, as well as resumption of operation in plants previously in- 
activated for reasons other than compliance with references (a) and 
(b) or this Instruction (unless involving changes in physical plant in 
excess of the fiscal limit authorized to the Secretaries of the military 
departments) are excepted from this Instruction provided that reacti 
vation of bakeries, laundries, and dry-cleaning plants will require 
approval by the Assistant Secretary of Defense (Properties and Installa- 
tions) in accordance with current directive on the subject. However, in 
the case of such resumptions or reactivations, the criteria in references 
(a) and (b) and the guides set forth in this Instruction shall apply 

5. Require a cost study of each facility’s operations to be made in accord 
ance with the provisions of enclosure 1 (Cost Principles for Use in Determi 
nation of Product and Services Costs of Industrial and Commercial Faciilties 
Owned and Operated by the Department of Defense) and included as an 
integral part of the review whenever the criterion contained in paragraph 








408 MILITARY SEA TRANSPORTATION SERVICE 


III b of reference (a) is a pertinent factor in justifying the establishment 
or continuation of an activity When it can be demonstrated that costs 
will have no influence in the determination as to the continuation or estab- 
lishment of Government-operated commercial and industrial facilities, the 
cost projection need not be made unless specifically required by a reviewing 
authority 

6. Require official analyses reports and determinations made thereon to 
be maintained as an official record at a central point, or points, within each 
military department and assure ready access to the complete reports to 
the offices of the Secretary of Defense. 


Vv. IMPLEMENTATION 


A. In view of the magnitude of this undertaking, the program may be im- 
plemented progressively by selecting and defining facilities for review. The 
first increment shall consist of the continental United States facilities listed 
in Enclosure 8. It is not intended that this listing prevent any service from 
conducting reviews of other types of commercial and industrial facilities either 
within or outside the continental United States. 

B. Within thirty (30) days of the date of this Instruction, the military de- 
partments shall prepare such implementation as they consider necessary with 
copy to the Assistant Secretary of Defense (Supply and Logistics). Depart- 
nental implementations will include: 

1. The designation of the authorities responsible for making the depart- 
mental analyses and determinations: 
2. That the analyses and determinations of facilities will be completed 
as indicated in enclosure 8 
VI. REPORTS 


A. Within forty-five (45) days of the date of this Instruction, each military 
department will have compiled and made available to the Assistant Secretary 
of Defense (Supply and Logistics) a list of commercial and industrial facilities, 
indicated in enclosure 8, owned and operated by its department, detailing by 
types of facilities: 

1. Name and address of facility; 

2. Name and address of command or organization to which facility is 
directly responsible ; 

3. Principal products or services produced or performed. 

B. Summary reports of each commercial-industrial-type facility analysis will 
be maintained as an official record at a central point within each respective 
military department. The subject matter to be included in the summary report 
is indicated in enclosure 2 

C. Each military department will inform the Office of the Secretary of De- 
fense, in the report submitted in accordance with reference (c), which facilities 
have been discontinued or curtailed as a result of this program and policies 
contained in references (a) and (b). 

D. Future Review Requirements: 

1. Additional reviews of other facilities will be scheduled from time to 
time by the Assistant Secretary of Defense (Supply and Logistics) in co- 
ordination with the military services and all interested staff agencies of the 
Office of the Secretary of Defense. 

2. It is not within the intent of this Instruction to require on-site surveys 

(field visits) to all facilities encompassed by this program. Such surveys 
should be made only as necessary to ascertain facts required to enable sound 
review of a facility, and the application of all policy and criteria in refer 
ences (a) and (b) 

VII. REPORT CONTROL SYMBOI 


Report Control Symbol DD-S & L (OT) 296 has been assigned to the reporting 
requirement of paragraph VI.A; Report Control Symbol DD-S & L (AR) 140 
has been assigned to the other reporting requirements of this Instruction. 
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VIII, EFFECTIVE DATE 


This Instruction is effective immediately, and all previous instructions not 
consistent herewith are accordingly modified. 
C, S THOMAS, 
Assistant Secretary of Defense (Supply and Logistics). 
Enclosures (5). 


[4100.16 (Incl. 1) Mar. 8, 1954] 


Cost PRINCIPLES FOR USE IN DETERMINATION OF PRODUCT AND SERVICES COSTS OF 
INDUSTRIAL AND COMMERCIAL FACILITIES OWNED AND OPERATED BY THE DEPART- 
MENT OF DEFENSI 


I, PURPOSE 


It is the purpose of the following to furnish guidance for the military depart- 
ments in cost accounting methods to be employed to assist in formulation of 
decisions concerning cross-servicing, establishment or continuance of such fa 
cilities in or under the Department of Defense in accordance with Department 
of Defense Instruction No. 4100.16. The military departments are authorized to 
develop as required with the cooperation of the Office of the Secretary of De- 
fense, more specific cost criteria applicable to the particular types of activity 
or operation under study. 


II. BASIS OF REPORTING COSTS 


\. Reports of cost estimates, in terms of units of product or service, as well 
aggregate amounts or elements of cost, are required to be made under projected 
conditions. Actual cost data may be used in making such estimates only to 
the extent that this basic principle is observed. Such cost estimates should 
represent, therefore, estimated expected costs based on practical considerations 
of estimated operating programs of planned production in terms of labor, ma 
terial and facilities requirements for units of product or services. 

B. To the extent feasible, cost estimates should be validated by actual cost 
records for the installation if it has been operated in the past, or by actual cost 
reports of a comparable installation if one exists—taking into consideration in 
either case the difference in workload and elements of costing as hereinafter 
outlined 

C. When the cost studies being made are for the purpose of making decisions 
involving selection of one or more facilities among several of the same type for 
continuing use, or the closing of higher cost facilities, it may be desirable that 
the cost data of all facilities under study be susceptible of more or less detailed 
comparisons as well as be determined on an overall comparable basis. Therefore, 
when cost data from two or more similar facilities are required for these pur- 
poses, more specific instructions on cost estimating than are provided in these 
instructions should be prepared. In general, it must be observed, difficulties of 
cost estimating, as well as basic differences in facilities or operating circum- 
stances, may make it impossible to obtain complete and fully accurate cost com- 
parability between similar facilities. 

I>), Reports of cost estimates of a given installation or facility should show 
the aggregate cost for the planned production classified by direct labor, direct 
material and overhead for the projected period. Where overhead is estimated on 
a departmental or cost center basis, such departmental overhead cost estimates 
should be shown. Estimates of the aggregate and unit costs of product or prod 
ucts of the installation or facility should also be shown in the report of cost 
estimates; the sum of the estimated total costs of all products should be in agree 
ment with the aggregate cost of labor, material and overhead for the total planned 
production, 





Ill, REVIEW AND CERTIFICATION OF COST DATA 


Cost data for each establishment prepared for the purposes stated above 
should be reviewed and certified as to reasonableness by the chief of the depart 
mental audit agency after preparation by the establishment or operating agency 
concerned. 
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IV. DEFINITION OF COST 


4. All elements of cost which are incurred by the Government in making a 
product or rendering a service at an industrial or commercial-type installation 
hall be included, whether or not those costs are borne by the activity or imme- 
diate department concerned or are normally considered in the cost accounting 
system employed in the activity. 

B. Where the activity is or is planned to be part of a larger installation which 
furnishes supervision or supporting services to it, the estimated costs of all such 
supervision and services shall be included in the cost estimates. On the other 
hand, the cost of services furnished or to be furnished by the industrial activity 
to other missions of the installation do not contribute to product costs, and 
should be excluded from cost estimates. Moreover, there shall also be excluded 
from the estimates, supporting administrative overhead costs of supervisory or 
staff offices at higher echelons outside the immediate location of the activity 
concerned, 

(, Cost estimates shall not include hypothetical costs, such as taxes (except 
to the extent payments are made in lieu of taxes), nor shall they include the 
element of profit, as would be required in order to match all the elements that may 
be found in price comparisons with similar private commercial operations. 


V ELEMENTS OF COST 


Subject to the above overall criteria for determining costs, the following ele- 
meuts shall be included. Failure to mention any specific item is not intended 
to imply that it shall not be included. 


A. Personnel Services 

1. Civilian personnel.—Services performed by civilian personnel will be priced 
at the actual current rate of pay or estimated at an average rate per service 
grade. Such pay shall include a factor for leave computed in accordance with 
the principles prescribed in Department of Defense Directive No. 7410.1 dated 
11 February 1952. 

2. Military pay and allowances.—Military personnel services shall be priced at 
the departments’ currently published standard military compensation rates. 
These rates have been prescribed for statistical costing of military services 
for work performed at industrial establishments financed by industrial funds 
and are available for application in all other areas for accumulation of cost 
estimates 

3. Personnel services (whether civilian or military) will be classified as direct 
labor when the costs are incurred in performing work identifiable with a product. 
Labor costs should be estimated on the basis of the best available work measure- 
ment and performance data. While labor cost estimates for such factors as 
machine set-up, rework time, waiting, and other excess time should be treated 
in most cases as indirect costs, it will be permissable to include these factors as 
direct costs, if the cost estimating methods are not so refined Supervision, 
maintenance, and similar personnel services should be classified as indirect 


costs, 


B. Materials and Supplies 

1. Direct materials include all items purchased, supplied, manufactured or 
fabricated which enter directly into the end-product. Wherever feasible, esti- 
mates of material quantities required for production should be based on esti- 
mated or actual bills of material. In addition, proper consideration should be 
given to costs of reasonable material over-runs, spoilage and defective work. 
Such material estimates should be costed by applying the current replacement 
price to the quantity required as may be established by published servicewide 
catalogs or price lists or other available sources of current market prices. 
Freight, transportation and material handling costs shall be included, whether 
such costs are treated as direct or indirect. Additionally, a factor shall be 
added for the estimated expense of procurement, warehousing, or other ele- 
ments of supply administration at depot level related to categories of material to 
be acquired from a stock fund of one of the departments or from appropriation 
purchase or other account. Government-furnished material received for as- 
sembly or fabrication shall be costed in the same manner as other materials. 

2. In calculating the total costs of materials, there shall be deducted all trade 
discounts, rebates, and other allowances. Deductions will be made from either 
material costs or aggregate costs for cash discounts or other credits including 
estimates for recovery or sale of production scrap. 





| 
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3. Estimates of costs of indirect materials and supplies may be calculated by 
applying experience ratios to the cost of direct materials or by other methods 
in estimating indirect costs. 

C. Indirect Costs (Overhead) 

1. Indirect or overhead costs in industrial or commercial-type installations 
generally fall into the following categories: 

a. Manufacturing or production expenses—i. e., indirect cost of production 
departments. 

b. General and administrative expenses—costs incurred in general manage 
ment and supervision of the installation as a whole 

2. Budgets for indirect costs should be projected on the basis of the planned 
schedule of production. If varied products are to be produced indirect costs 
should be departmentalized and separate department overhead rates should 
be estimated. Where only one product is to be produced (or where all products 
are generally subject to the same processing) an overall overhead rate for the 
plant will suffice for product costing purposes. The overhead rates may be ap- 
plied to direct labor dollars or hours as preferred for cost allocation to the 
product. 

3. In the event of future changes in the planned volume of production, it 
would be advisable initially to segregate the fixed and variable overheads to 
the extent feasible, so that the basis for estimating different overhead rates 
for several production levels may be available for future estimates if needed. 

4. Some special items of overhead for inclusion are the following: 


a. Interest on invested capital.—-Interest on capital estimated to be normally 
invested in inventories and plant and equipment used in production of the end 
product is to be included as a cost of operation Such interest shall be computed 
at the current rate for long-term Treasury obligations The rate used and the 


amounts of invested capital should be disclosed in the cost estimates 

b. Depreciation.—(1) Depreciation of plant and equipment—hbuildings and 
machinery and equipment used in carrying on operations—shall be applied by 
formula to product or services as a sart of overhead costs The method of allo 
eating depreciation should be one that aims to distribute fairly the cost of 
plant and equipment over its estimated useful life considering the factors of 


wear and tear and obsolescence, but not loss of property due to fire or other 





similar hazards. The straight-line method of depreciation is suggested for use 
for major property classes and not by individnal items The estimated useful 
lives and rates of depreciation indicated in ‘Treasury Bulletin “F” may be used 
as a guide in estimating the cost of depreciation. However, such rates are not 
always reasonable in application in specific cases. The method and rates used 
should be explained in comments supporting the cost estimates. The basis for 
depreciation should be actual costs of the facilities, if available; otherwise in 


accordance with engineering advice. 

(2) No depreciation should be allocated to cost of product for excess plant 
and equipment when the amounts are significant 

(3) If it is believed necessary to assume that activities already in existence 
might not be used for any other purpose in the event of procurement of the 
goods or services from private industry, and the expenses of such activities would 
go on in any event, a separate statement shall be included with the report 
setting forth the possibilities regarding alternative uses of the activities with 
cost estimates showing the amount and nature of fixed charges which are 
recommended for exclusion from the cost estimates Consideration will then 
be given by higher authority to the elimination of such fixed charges for price 
comparison purposes consistent with the theory of “sunk” costs in private 
business, i. e., all fixed costs which result from the maintenance of an organiza 
tion are not necessarily an element of cost applicable to a particular product in 
the formulation of a price. 

ce. Utility services.—Utility services such as communication, power, gas, and 
water, whether or not to be paid directly by the industrial facility, should be 
costed based on estimates prepared by departmental engineering or other services. 
Usage should be estimated and predetermined rates established to be applied 
to estimates of labor or machine-time, space occupied, or other appropriate 
factors. 


d. Maintenance and repairs (including protective services).—(1) Operating 
costs should include cost estimates of maintenance and repairs and protective 
services for buildings and structures, grounds, and equipment. Generally ac 


eepted accounting principles should be followed in distinguishing between a 
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capital charge and operating expenses. Thus, all additions and replacements to 
property will be treated as a capital charge and, therefore, will be included in 
cost estimates only to the extent of depreciation charges. Costs of maintenance 
and repairs may be computed at an annual rate per square foot for the type 
of plant and equipment in accordance with engineering advice. 

(2) If desired, occupancy rates equivalent to rentals, may be computed and 
used in cost estimating to include all maintenance and repairs, depreciation on 
buildings, protective services and utilities. This is especially appropriate where 
only a portion of a building is occupied by the activity 

e. Government's contribution to Civil Service Retirement and Disability 
Funds.—Cost estimates should include contributions to the Civil Service Retire- 
ment System There are two elements in the annual contribution—the first 
being amortization of past-service liability over a time period which may be 
changed every five years 


wcording te policy: the second element is normal 
suppoert of the an us int 


est on the unamortized portion. The current 
I 


t 
normal support base¢ 1953 appropriations amounts to 2.78% of Government 


payrolls An approximate rate of 3% on civilian personnel services is recom- 
mended for use in estimates of cost of product 

f. Injuries and damages paid through the t S. HPmployees Compensation 
Commission 1) Cost of compensation to employees shall be estimated based on 
previous years’ disability and death experience Accident experience data 
(including total costs and cost per employee) are reported annually by the 
Bureau of Employees Compensation, Department of Labor, for each Federal 
department and agency lor the Department of Defense the data for the 
Army are reported in total only; for the other military departments data are 
shown by bureau or command and for selected specific installations, 
2) The estimates shall include compensation plus cost of medical services 
(generally furnished by Public Health dispensaries) but shall exclude leave 
cost Since casualties fluctuate considerably from year to year, the estimate 
shall be based on the average experience of the most recent four years reported 
for the particular installation, bureau or command or department. 

g. Insurance. 


(1) Operating costs should include an estimate for insurance 
for the purpose of arriving at an allocable charge for replacement or repair of 
plant, equipment and inventories damaged or destroyed by fire or other hazards. 
It is not intended that costly independent appraisals of insurable values should 
be obtained. Based on engineering advice, a percentage factor should be ap- 
plied to cost of insurance assets to arrive at approximate replacement costs. An- 
nual premium rates prescribed by each department for the various types of 
buildings and cotnents may then be applied to the amount of coverage. 

(2) In addition to estimates for the equivalent of fire insurance, costs equal 
to premiums for public liability compensation for bodily injury and property 
damage should be estimated at payroll rates prescribed by each department in 
accordance with advice of Government insurance experts and lawyers pursuant 
to the Federal Torts Claims Act. 

h. Property and other tawes.—(1) If and when Government installations are 
subject to property or other taxes under State and local laws product costs 
should include an estimate for such payments. Advice of the legal sections of the 
military departments should be obtained in each case. 

(2) Include in cost estimates the Federal Government’s share of social secu- 
rity taxes applicable to civilian employees covered thereunder. 


[4100.16 (Incl. 2) 8 Mar. 54] 


Supsect Matter To BE INCLUDED IN TIE SUMMARY REPORTS OF ANALYSIS OF THE 
DEPARTMENT OF DEFENSE COMMERCIAL AND INDUSTRIAL FAcriiTies (REPORT 
CONTROL SympBoLt DD-S&L (AR) 140) 


1. Type of Facility. 

2. Name and address of facility. 

5. Name and address of organization to which facility is directly responsible. 

4. Projected period covered for analysis purpose. 

5. Principal products or services to be produced or performed. 

Indicate whether: Government-owned and Government-operated. Leased 
from private enterprise and Government-operated. 


7. Personnel to be engaged: Monthly Average Number—Military, Civilian, 
Total. 


6. 
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8. Method of financing: a. Appropriated funds, b. Working captal fumds 
(specify), c. Other. 

9. Value of facility and plant equipment. 

10. Indicate : 

a. Optium capacity. 

b. Estimated percentage of utilization of optimum capacity. 

11. a. Has the feasibility of cross-servicing with other similar Federal facil 
ities been investigated? 

b. If yes, indicate the similar Federal facility considered : Name and address 
Miles away ; Comparative size. 

(Date) 

12. a. Has the feasibility of obtaining the product(s) or service(s) from sim 
ilar Government-owned and privately operated or privately owned and operated 
facilities been investigated ? 

b. If yes, indicate the private facilities considered: Name and address; Miles 
away 

13. Cost data. (This portion will be filed out when criterion in paragraph 
IlI-b or DOD Directive 4100.15 is used as a justifying factor or whenever re 
quested by a reviewing authority. ) 

a. Total estimated cost of product or service for projected period. Include 
supporting cost statement showing details of projected cost estimate and com- 
parison with historical costs, if feasible, in accordance with the principles out 
lined in Inclosure 1 of DOD Instruction No, 4100.16. 

b. Unit costs: Name of Product or Service; Subject DOD Facility Unit Cost 
Estimate; Price Obtained from *Similar Private Facility (ies). 

c. *Name and address of similar privately-owned and operated facility (ies) 
from whom prices obtained 

14. Action to be taken—indicate whether : 

a. Facility discontinue operation on 

(date) 
Operation to be performed by : 
(Name of activity) 

b. Facility continue at current operating level. 

c. Facility continue on modified level as follows: 

d. Facility continue at increased level of operation as follows: 

15. Justification for the action indicated in Item 14 above. 

16. Date of submission of previous analysis. 


[4100.16 (Incl. 3) 8 Mar. 54] 


First INCREMENT OF COMMERCIAL AND INDUSTRIAL FactLitirs To Be RevIeEwEep 
(CONTINENTAL UNITED STATES) 


Facilities for which departmental analyses and determinations will be com- 
pleted within one hundred and fifty (150) days from the date of this Instruction: 

Aluminum Smelting or Sweating Facilities—are defined as those facilities 
which are engaged in the process(es) of reducing aluminum scrap into ingots. 
It does not include a foundry which is a part of an integrated facility and 
which reclaims aluminum scrap primarily for use in its own operations. 

Scrap Metal Baling—is that process whereby light metal scrap such as sheet 
metal scrap, clippings, skeleton scrap, etc., is compressed by either a portable 
or stationary press into convenient sizes for sale. 

Clothing Factory and Cloth Sponging Plant—these are defined as the Army 
Clothing Factory and Marine Corps Clothing Factory at Philadelphia, Pa. 

Coffee Roasting Plant—is a plant capable of roasting, blending, and packaging 
coffee in accordance with military specifications for issue to an assigned area 

Motion-Picture Studios—are defined as studios operated for the purpose of 
producing motion-picture films. 

Paint Factory—is a facility similar to the Navy’s paint manufacturing facili 
ties at Norfolk and Mare Island Naval Shipyards which manufacture paint from 
raw materials for issue in the supply system. 

Rope Walk—is the Navy's facility at Boston Naval Shipyard which manu 
factures fiber cordage for issue in the supply system. 

Sawmills—are facilities which are operated in conjunction with a logging 
operation. Sawmills take timber from the logging operation and saw logs 
into rough or finished lumber. Sawmills exclude the operations carried on 
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in a typical carpenter or other woodworking facility which is a part of an 
integrated activity and is concerned with processing rough or finished lumber 
in support of the activity’s mission. 

Facilities for which departmental analyses and determinations will be com- 
pleted within one year from the date of this Instruction: 

Bakery—a centrally located bake shop, not a part of the galley or kitchen 
of a general mess, which supplies bread and pastries to: 

a. Messes for consumption, or 
b. Commissaries for distribution to messes, or 
c. For resale to service personnel as individuals. 

Clothing Reclamation Shop—is a facility which receives a miscellaneous as- 
sortment of used and/or issued clothing and inspects, sorts, counts, cleans, 
washes, renovates, patches, mends, repairs, packages, and repacks this clothing 
for further issue to the servicewide supply system. 

Furniture Repair Shops—are those facilities operated for the purpose of 
repairing, mending, refinishing or otherwise rehabilitating furniture for issue 
to the service-wide supply system. 

Ice Cream Manufacturing Plant—a facility which manufactures ice cream 
for messes for consumption or for commissaries for issue to messes or sale to 
military personnel as individuals. Excepted is the occasional ice cream made 
in organized messes with equipment normally furnished to galleys or kitchens. 

Laundries and/or Dry Cleaning Plants—are defined as those fixed-type facili- 
ties which are operated for the purpose of washing, steaming, or otherwise 
cleaning textile products similar to services performed by commercial facilities 
for the general public. 





PACIFIC AMBRICAN STEAMSHIP ASSOCIATION, 
San Francisco, Calif., March 26, 1954. 

Hon. JOHN M. BUTLER, 

United States Senate, 

Washington, D.C. 

Hon. JOHN ALLEN, 

House of Representatives, 

Washington, D. C. 


GENTLEMEN: We are informed that subcommittees of which you are chairmen 
are examining the basic question as to the scope of activities of the Military Sea 
‘Transportation Service as related to the operation of a private, American-flag 
merchant marine 

A majority of this association, representing the major Pacific coast carriers, 
have asked me to transmit to you their view that they endorse any efforts of 
your subcommittees looking toward the accomplishment of the objective sought 
in H. R. 5922 and 8S. 1881; that is, that “waterborne cargo or passengers under 
the control of the United States Government shall be transported in privately 
owned and operated vessels documented under the laws of the United States to 
the extent of the capacity and ability of such vessels to perform the services 
required.” 

In the administration of any such legislative policy, we are confident that both 
the Congress and the Military Sea Transportation Service would want to allo- 
cate available cargoes on a basis giving due consideration to the long-term invest- 
ment of the berth operators and their continued service in interstate and foreign 
commerce through periods of heavy-cargo movement and through slack periods 
The Congress should confirm in some manner that this is public policy. 

With respect to what efforts might be made by Congress to determine the 
comparative cost to the taxpayer of handling Government cargoes by private or 
Government-operated ships, it is the policy of this association that no such com- 
parison would be valid or should be accepted in determining public policy or 
future laws unless the following factors are included in those given consideration 
in determination of the cost of transporting cargo on vessels of the MSTS: 

1. Absence of corporate income-tax revenue from MSTS operations. 

2. Capitalization requirements of private operator. 

3. Depreciation requirements of private industry. 
4. Insurance 


Interest charges 
6. Possible effect on recapture 
7. All other administrative costs of MSTS. 
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In addition to these specific items of comparison, due consideration also should 
be given to the necessity in our form of society for keeping governmental busi 
ness activity at a minimum 

Very truly yours, 


Bay Crirtes TRANSPORTATION CoO 
San Francisco, Calif., March 24, 1954 
Hon. JOHN J. ALLEN, Jr 
House of Representatives, 
Washington, D.C. 

Dear FRIEND: Press releases appeared in the papers this morning telling of 
the investigation you will make into the encroachment by the Military Sea Trans 
port Service, through intensive competition and vicious discrimination, against 
commercial subsidized or unsubsidized steamship lines. We know with your 
knowledge of shipping there will be brought out the staggering cost to the tax 
payer, the pyramiding of civil “reserve” personnel and the deliberate degenera 











tion of the commercial shipping concerns. 

Am enclosing, herewith, an article which pretty much states just how we feel 
about these moronic reports as prepared for release, by the Secretary of the 
Navy, for consumption by the gullible public. However, as taxpayers, the ship 
ping fraternity are fed up with having to continue supporting one of the biggest 
rackets in the country. 

Our wholehearted support goes to your effort in our behalf. 

Yours very truly, 
W. G. WESTMAN, 
General Manager 
{Editorial opinion from Pacific Shipper, March 22, 1954] 


“ToTAL EXPENSE” oF MSTS 

We recently received a report on the financial record of the Military Sea Trans 
portation Service for the year 1953, derived from the semi-annual report of the 
Secretary of the Navy. 

Ordinarily such a report would be proper grist for our news mills, but we have 
not printed excerpts from this one simply because there is not much worth 
reporting. 

We might have relayed to our readers that the MSTS had a total expense 
last year of $700,006,355 and that it “made” $4 million above this amount, which 
was generously refunded to the Department of the Army, Navy and Air Force, 
who foot the bill for the service. 

But we didn’t. 

We didn’t because the figures do not mean what they appear to mean. 

In the first place, what is total expense to the MSTS, besides $700,006,355? 
How do they figure it? As nearly as we can make out it is figured by adding 
fuel costs, cost of civilian payrolls, and other sums paid out to private interests 
and steamship lines who operate MSTS vessels. 

It does not include wages of Navy men, ranging from seamen to admirals, who 
are attached to the MSTS. It does not include services which the Navy and, 
presumably, some other Government agencies, render—services such as tug- 
boats, docking, repairing in Navy yards, ete. 

Obviously it does not include a lot of things that run up the cost of commercial 
ship operation like taxes, insurance, capital investment and the like, since the 
MSTS is free from these burdens. 

The fact of the matter is that it does not include a whole lot of things, and 
just what they are, in detail, a small battery of Congressmen friendly to the 
American Merchant Marine have been trying to find out with no success ever 
since World War II ended. 

But until these factors are made public, there is no way of knowing just how 
efficiently the Navy operates its fleet of 580 vessels, 259 of which are assigned to 
the permanent custody of the MSTS as its nucleus fleet. 

And that is why Pacific Shipper did not print the item as news. We refuse to 
be awed by dollar signs and zeros, after 20 years of New Deal and Fair Deal 
economic policies. We still ask, “What does it mean?” 

The military would much rather give the private operators of the American 
merchant marine a bag of hot air than a good solid target to punch at 
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Los ANGELES CHAMBER OF COMMERCF, 
March 31, 1954. 
Hon. JoHN J. ALLEN, Jr., 
House Office Building, Washington, D. C. 

DEAR CONGRESSMAN ALLEN: It is respectfully requested that this letter be 
included in the record of the hearing your subcommittee of the House Merchant 
Marine Committee is now conducting relative to the Military Sea Transportation 
Service and its competition with private American-flag lines. 

On February 25, 1954, the board of directors of the Los Angeles Chamber of 
Commerce approved the following recommendation which was submitted to the 
board with the unanimous approval of the Maritime Committee: 

“That the Los Angeles Chamber of Commerce, in accordance with its tradi- 
tional and long-standing policy to support the American private enterprise sys- 
tem, and to work for the elimination of Government competition therewith, where 
such would serve the public and national interest, recommend to Defense Depart- 
ment officials and others, that waterborne cargo or passengers moving under 
the control of the United States Government be transported in privately owned 
and operated vessels documented under the laws of the United States to the 
extent of the capacity and ability of such vessels to perform the services required 
at just and reasonable charges: Provided, That while conforming to the fore- 
going, nothing herein should prevent the maintenance and operations by the 
military authorities of a reasonable nucleus fleet: or of transports for troops; 
or of ammunition or similar war materials; or the operation of vessels over 
routes and to ports and destinations not adequately served by private American 
shipping.” 

The above recommendation was supported by the following basic arguments: 

1. The Military Sea Transportation Service was created to meet an emergency 
and war conditions which largely no longer exist. 

2. Direct competition to private enterprise is now being provided in some of 
the services of the Military Sea Transportation Service. 

3. The Military Sea Transportation Service should maintain a nucleus fleet, 
ready to be expanded at any emergency, but that nucleus fleet should not be 
roughly five times the size of the largest private American fleet, as is now the 
case 

4. The Military Sea Transportation Service claims to be on a sound financial 

basis ; however, several questions are raised as to the method of computing costs 
of operation, repairs, maintenance, personnel salaries, etc. Regardless of the 
financial basis the entire cost is still borne by the taxpayer, including the mari- 
time industry. 
5. The present administration is on record opposing Government competition 
with private enterprise where the latter can provide the service required. It is 
inconsistent with this policy to allow the continuance, in its present scope, of 
the largest of all steamship lines, Military Sea Transportation Service, in direct 
competition with private commercial shipowners. 

The Los Angeles Chamber of Commerce sincerely hopes that this letter will 
assist your committee in arriving at a decision which will curtail the tremendous 
scope of operations of the Military Sea Transportation Service, in accordance 
with the above recommendation. We will be grateful for a reply to this letter 
indicating its approval for inclusion in the record of the hearing. 

Yours very truly, 
CuHarites Deroy, President. 


(Note: Identical letters were addressed by Mr. Detoy to Hon. 
William S. Mailliard, Hon. Edward A. Garmatz, Hon. John F. Shel- 
ley, Hon. John H. Ray, Hon. Walter Norblad.) 


STaATEN ISLAND 4, N. Y., March 2, 1954. 

Sir: T note by the newspapers that you have been named to a special House 
subcommittee to investigate charges that the MSTS is depriving shipping firms 
of badly needed cargoes. 

It is hoped that you will emphasize the following points, which will be 
eagerly looked for by all MSTS employees. 

(1) The cargo ships operated by MSTS are probably at the minimum re- 
quired to transport supplies for our Armed Forces, and have no possible threat 
of strikes as are common with commercial carriers, 
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(2) The cargo ships are operated effiicently by Government-employed per- 
sonnel, many of whom have been in Government employment for many years, 
some as many as 20 or 30 years. 

(3) Any lack of shipping business by private firms can be directly charged 
to the fact that foreign shipping firms, or most important, American shipping 
firms sailing ships under foreign flags, are taking their business away through 
cheaper rates and wages. 

(4) The businessmen in Bay Ridge and Staten Island are also in agreement 
with the above, and I believe their interests should be considered also. 

[ have also written to Congressman John H. Ray, apprising him of the above. 
As an employee of MSTS, the above is respectfully submitted for your con- 
sideration. 

Yours very truly, 
JAMES A. BARNES. 


SAN Francisco, Cautr., March 28, 1954. 
Hon. JoHN J. ALLEN, 
House Office Building, Washington, D. C. 

Dear Mr. ALLEN: Noticing an item in one of the San Francisco daily news- 
papers that you are heading a subcommittee looking into che affairs of the 
Military Sea Transportation Service, I feel at liberty to bring to your attention 
a condition that exists within this organization that affects those of us, who in 
time of emergency, are called upon to man the ships used in the transportation of 
troops. I am not writing of cargo ships or tankers. 

There has been a considerable layup of troop transports on the Pacifie coast 
with a consequence reduction in force of seagoing personnel, the exact number 
of men and ships I do not know, but from hearsay approximately 10 transports 
since November 1952, with a consequent loss of jobs for some 2,000 men. These 
ships were manned by civilian personnel only. 

The Navy is also operating transports from Pacific coast ports manned by 
naval military crews, how many ships are being operated in this manner I only 
can surmise—I place the number at from 7 to 10. As the number of men used 
in these operations by the Navy is from 3 to 5 times greater in number than 
comparable ships manned by civilian personnel the cost would be necessarily 
greater unless management feels that because of the wage differential that it is 
more economical to use the military. There is, perbaps, a temporary saving, but 
when consideration is taken of the many benefits which accrue to military 
personnel over their years of service it could, no doubt, be shown otherwise. 

During my own lifetime I have witnessed several major emergencies during 
which there has been a mad scramble by our Government to secure trained 
employees, only to find that because of shortsightedness, such as the foregoing, 
this trained personnel could not be found and there ensued a long and costly 
period of training. 

It might be advisable to bring to Admiral Denebrink's attention some of these 
matters. Perhaps he feels that there are those, other than the Navy crews, who 
are unable to satisfactorily operate ships. It has been proved by the Army 
Transport Service that the transportation of our military forces could be done 
during the several major emergencies by civilian crews with good results. 

Not only does the Navy operate these several ships but often, not in an 
emergency, troops have been transported by naval air carriers. All of this to 
the loss of earnings of the several of us who find our chosen vocations closed for 
some reason we fail to comprehend. 

It is my thought that so long as it is possible let the military do the fighting and 
thereby allow civilian seamen to earn a living at their chosen profession without 
displacing other civilian shoreside employees, especially now as the matter of 
unemployment seems to be getting somewhat serious. 

These are not my feelings alone but the consensus of the feelings of my ship- 
mates employed and unemployed. 

Thank you for the opportunity of allowing this to come to your attention. 

Sincerely yours, 
Haroip J. GARDNER. 

Copies to: Hon. William S. Maillard, Congressman from California; Hon. 


John F. Shelley, Congressman from California; Hon. John M. Butler, United 
States Senator from Maryland. 
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reMEN SUBMITTED TO THE ARMED SERVICES COMMI!ITEE OF THE SENATI 
APVROPRIATIONS COM MITIER, WASHINGTON, LD. C. ON FesruUAry 10, 1954, sy D. W. 
Frost, D. L. Du M ( Al P. Howarp, ON BEHALF OF PoRT OF OAKLAND, 
ENCINAL TERMINALS AND HOWARD TERMINAL, RESPECTFULLY 


Since November 1] 1950, the undersigned have attempted to persuade the 
Army that a fair share of nonsecurity cargo tonnage now for the most part 
iandled at its ow! if embarkation facilities in Oakland, should be allocated 

the several pub ports and private terminals located in the San Francisco 

T ul discussed with the Army headquarters at Fort 

San am the Office of the Chief of Transportation, in Wash 

ington, D. ¢ wit \ ‘veral Senators and Represenatives ; by correspondence 

with Mr. E oung ial assistant of the Department of the Army; and 

with Mr. Roger S, ider Secretary of Defense, both of Washington, D. C. 
The results of ee ts find us exactly where we started. 

We thi » ask the privilege of submitting to this committee a brief ex- 
planation the subject under discussion, a summarization of the Army’s posi- 
tion and a restatement of our proposals: 

iring the World War II emergency, the port and terminal 
rancisco Bay were used to capacity in behalf of the war 


ms from Washington, D. C., the Army, through Fort 

, did ship considerable civilian-relief cargo through these 

and ft ninals on an allocation basis worked out at Fort Mason. This 

nued I ) months, then the movement dwindled until the Korean war 
started. Si 950, no direct allocation of Army cargo has been made except- 
ing several food-relief cargoes in 1953. The port of Stockton, under a negotiated 
died considerable Ariny tonnage, and a small volume was 


agreement, has ha 
handled through Parr-Richmond Terminal on two short-term contracts. 

rhe position of the undersigned has been and is: That public ports and private 

rminals are a definite part of transportation; that as stated, these facilities 
were used to capacity in the World War II emergency; that during the postwar 
period allocations were made by the Army of nonsecurity cargo and that such 
allocations helped materially the organization and operating maintenance of said 
public and private facilities in that difficult readjustment period. Therefore, if 
these facilities were an essential factor in one emergency, they would prove 
essential in another emergency ; if it was possible for the Army to work out an 
allocation arrangement in 1947, it is possible to work out one now; and the 
effective relief afforded then by those allocations would afford, owing to condi- 
tions, similar and much needed relief now, 

These ports and rminals charge for the use of their facilities and services 
rendered in accordance with rates published in their tariffs approved by the 
Public Utilities CommisSion of the State of California and the Federal Maritime 
Board as being just and reasonable. Such rates apply practically uniformly on 
all commercial tonnage handled and preferably, it would be the desire to handle 
Army cargo on th aviff basis. But should the Army tonnage volume warrant, 
differentials could | gotiated, and such a proposal has been offered to the 
ArDL) 

The Army so far has stressed contract bidding for this Army tonnage. The 

I 1 because in times of emergency 
no single, low-bid terminal or port could possibly handle the tonnage or render 
necessary services. Furthermore, the Army has in effect with several steamship 
compunies a schedule of rates which are uniform as between those steamship 

nes and which rates apply to the transportation of cargoes which the military 
ipping. We believe the Army should change its views and allow the assess- 

‘ nniform rates, and allocate the nonsecurity cargo which the Army and 

mw but should not be handling over their facilities. This would 

st the ports and terminals in maintaining their facilities and trained 


ports and terminals point out that this is unsoun 


operation of commercial docks that have stood the 

I on, staffed with experienced, competent help, ready 

t in any crisis, « be accomplished only by keeping these docks in a 
healthy conditior Why, we have asked and now ask again, should Army and 
Navy facilities maintain their operations through handling nonsecurity ton 
i acetimes and deprive commercial ports and terminals of a fair share 


have Wh hould commercial docks suffer because of concentration 
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at military facilities? It would seem most definitely proper and fair that this 
present Army and Navy procedure be reversed 

2. Position of the Army: 

(a) “Itis the policy of the Chief of Transportation to route through the port of 
embarkation facilities on only that volume that provides an efficient, balanced 
operation—all tonnage in excess of that level to be offered to commercial facili 
ties.” (Excerpt from letter attached, dated May 26, 1953 

b) “In the interest of national defense, it is essential that the Army maintain 





port facilities capable of processing security cargo which would be required in a 
period of emergency The only manner in which such facilities can be main 
tazined is to route through them sufficient volume to provide an efficient and 
balanced operation. Under current Army policy all tonnage in excess of sustain 
ing level is offered to commercial facilities.’ (Excerpt from letter attached, 
dated September 25, 1953.) 

(c) The Army concentrates its cargo handling here at its large port of 
embarkation on Oakland's waterfront on the east side of San Francisco Bay, 
so large that a “balanced operation” or a “sustained” volume has not reached 
the point of “excess” offerings to commercial facilities. 

(d) Certain volume of Army cargo moved through the port of Stockton on a 
negotiated-rate basis, such cargo apparently being that stored by the Army 
adjacent to Stockton. 

(e) In 1951-52, two bid contracts were awarded Parr-Richmond Terminal 
on the first, 29,885.25 measurement tons were handled; on the second, no figures 
available, but we believe it was less than the first. 

(f) Since early 1952, the Army port of embarkation has handled practically 
all of the Army cargo shipped from this area and the Navy at its naval supply 
depot has handled practically all of the Navy tonnage, to the practical exclu 
sion of the public ports and private terminals. 

(g) Brig. Gen. Ralph I. Glasgow reported, according to the January 21, 
1954, issue of the Daily Commercial News, that the port of embarkation at 
Oakland in 1953 experienced its heaviest cargo year since 1945. 

3. Restatement of public ports and private terminals (undersigned) : 

(a) We ask that a fair share of the nonsecurity Army and Navy cargo be 
allocated to the commercial port and terminal facilities about the bay. Steamer 
lines, railroads, and other forms of transportation are so participating. 

(b) The Army and Navy depots are each handling practically all of the 
tonnage—security and nonsecurity—of their respective departments shipped out 
of San Francisco Bay. We have no knowledge as to cost factors at these two 
departmental depots, but if the Army and Navy are not prone to a program 
of cargo allocation to commercial docks, as suggested, then we earnestly request, 
in order to determine a true comparison between Army and Navy terminal hand 
ling costs and those charged at commercial facilities, that a study be made by 
any one or more of the following qualified sources: 

(4) Stanford University Research, Palo Alto, Calif. 

(B) School of Business Administration, University of California. 

(C) Mr. J. A. MeCremitf, senior rate transportation rate expert, California 
Public Utilities Commission, San Francisco 

(D) Mr. Philip E. Linnekin, C. P. A., Oakland, Calif., who assisted Howard 
Cc. Freas, now an Interstate Commerce Commissioner, in making the Freas 
formula study of ports and terminals for the Federal Maritime Commission. 

Finally, the undersigned want it definitely understood that we seek no subsidy, 
undue advantage, or premium. We contend that terminal-handling economies 
can be gained, either by application of commercial tariff rates as compared with 
Army and Navy handling, or by a negotiated uniform rate base for all San 
Francisco Bay terminals. We urgently recommend the enactment of legislation 
in behalf of national security and national economy which would provide for 
use of the facilities and services of commercial terminal operators, and which 
would clearly define what constitutes security and nonsecurity tonnage, thus 
eliminate the paralleling competition of Government owned and operated piers 
for nonsecurity cargo. 

We therefore strongly repeat our protest against the continuance of these two 
Departments, the Army and Navy, in the terminal transportation field and their 
diversion of nonsecurity and/or commercial cargo from its proper channel thus 
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depriving those interests to whom such cargo rightfully belongs of their proper 
volume. 
Respectfully submitted 

PortT OF OAKLAND, 
D. W. Frost. 
ENCINAL TERMINALS, 
D. L. DuLLUM, 
HowaArpD TERMINAL, 
CHARLES P, HOWARD. 


DEPARTMENT OF THE ARMY, 
(OFFICE O} HE SECRETARY OF THE ARMY, 
Washington, D. C., May 26, 1953. 
Hon. WiLuiaM FF. KNOWLAND, 
l ted States Senate. 

Drar SENATOR KNOWLAND: I am writing in further reply to your recent letter 
enclosing correspondence from Mr. Charles P. Howard, relative to the shipping 
of Army cargo. 

Late in 1951, the Chief of Transportation enunciated a policy whereby ports 
of embarkation would offer to commercial facilities on a competitive bid basis, 
certain volumes of tonnage in excess of that required for an econmical practical 
operation over the facilities of the ports of embarkation. Such offerings were 
tendered commercial organizations by the Seattle Port of Embarkation and by 
the San Francisco Port of Embarkation. 

With respect to San Francisco, the initial offering was tendered in November 
1951, based on approximately 10,000 measurement tons a month. The Parr- 
Richmond Terminals, San Francisco Bay area, proved to be the lowest respon- 
sible bidders and were accordingly awarded the tonnage. The total tonnage 
handied under this contract was 29,885.25 measurement tons. At that time, 
responses to the Army’s invitations to bid by certain private terminals in the bay 
area, including Howard Terminal and Encinal Terminals, consisted only of 
written information that these organizations would like to have the tonnage and 
that they would be glad to handle it under the terms and provisions of existing 
Marine Terminal Association of Central California Terminal Tariff 10. These 
responses were not deemed to be responsive bids. 

A second invitation to bid based on an additional volume of approximately 
10,000 measurement tons was sent out in February 1952. Approximately the 
same results were produced and again Parr-Richmond Terminal Co. was awarded 
the work on the basis of being the lowest bidder. 

Under the terms of the contracts negotiation was permitted during the life 
of the instrument and the Commanding General, San Francisco Port of Em- 
barkation in taking advantage of the provisions succeeded in securing a sub- 
stantial reduction in rates after the first contract referred to had been in exist- 
ence 244 months. The rates and prices reflected in the second contract reflected 
these reductions which were the result of gaining experience with the com- 
plexion of the cargo to be handled and transportation cargo requirements. 

In early March 1952 a delegation representing the Marine Terminal Associa- 
tion of Central California called on the Chief of Transportation and requested 
an opportunity to review cost figures to determine for themselves that the 
handling of the cargo under contract would indeed produce cheaper costs to the 
Government than by the application of the terminal tariff in which they were 
participants. General Heileman, then Chief of Transportation, explained that 
the contracts under which the work was performed were confidential in nature 
and that the contents could not be divulged. He, however, proposed that the 
Commanding General, San Francisco Port of Embarkation, would furnish the 
Marine Terminal Association of Central California all necessary shipping data 
covering military cargo handled under the contracts, and that the association, 
placing its own interpretation on the tariff, would determine what the cost 
to the Government would have been had the cargo moved on the basis of the 
tariff. General Heileman stressed that the cargo to be used for the test should 
be representative in every way. Accordingly, the Commanding General, San 
Francisco Port of Embarkation was instructed to make a careful determination 
with respect to the period to be used and in an effort to be overly fair, an 
early period was selected: One in which the original bid rates were involved 
before reduction through negotiation. 
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The arrangement agreed to, which has the written approbation of the Marine 
Terminal Association and the presidents of the Howard and Encinal Terminals, 
was predicated on the association submitting to the Commanding General, San 
Francisco Port of Embarkation, cost data predicated on application of the tariff, 
this data to be compared by the Commanding General, San Francisco Port of 
Embarkation with contract cost figures. This was done and it was determined 
that the application of the tariff produced charges was 20.6 percent higher than 
under the contract with Parr-Richmond Terminals. 

Incidentally, San Francisco Port of Embarkation maintained and tendered 
comparative reports from time to time, all of which indicated that on the large 
volume of tonnage tendered, the contract rates were invariably substantially 
less than those in the tariff. 

Dealing with the remarks of Mr. Charles P. Howard, president of the Howard 
Terminal in his letter of February 11, 1953, to the effect that apparently the 
Army does not lean toward a tariff basis, the following is offered. Military cargo 
is routed from origin to overseas depot through ports and facilities that produce 
the lowest overseas costs. The Department of the Army is fully in accord with 
the application of existing tariffs for the purpose for which intended—the as 
sessment of charges against movements of cargo of nominal volume. It is our 
firm opinion borne out by practical experience and comparative studies that 
where the tonnage offered is of great volume, the tariff rates are not equitable 

Mr. Howard's statement in the same communication, same paragraph, “for 
its stated policy is that it proposes to handle its tonnage at its own facilities 
up to the capacity of those facilities” is not factual. It is the policy of the Chief 
of Transportation to route through Port of Embarkation facilities only that 
volume that provides an efficient, balanced operation—all tonnage in excess of 
that level to be offered to commercial activities. 

At the present time, the level of military cargo moving overseas is hardly 
sufficient to maintain in the ports of embarkation a balanced operation. When 
tonnage levels reach the proper point, excess volume will be offered commercially. 
This will be in addition to the considerable volume of military cargo now moving 
commercially, principally because of its origin or the manner of ocean affreight- 
ment. 

I think it well to note that in the month of March 1953 584,086 measurement 
tons moved over commercial facilities. 

Your interest in this matter is sincerely appreciated and I trust the informa- 
tion furnished will prove helpful. 

Sincerely yours, 


T. A. Youna, Special Assistant. 


SEPTEMBER 25, 1953 
Mr. CHARLES P. Howarp, 
President, Howard Terminal, 
Oakland, Calif. 


DEAR MR. HowArp: Your letter to the Deputy Secretary of Defense dated 
August 19, which was referred to me for action and to which IT made an interim 
reply on September 4, requested that consideration be given to having certain 
cargo, now handled by Army facilities, allocated to public ports and private 
terminals in the San Francisco Bay area. 

In the interest of national defense it is essential that the Army maintain port 
facilities capable of processing security cargo which would be required in a 
period of emergency. The only manner in which such facilities can be sustained 
is to route through them sufficient volume to provide an efficient and halanced 
operation. Under current Army policy all tonnage in excess of the sustaining 
level is offered to commercial facilities. At the present time the volume of 
military cargo moving overseas is hardly sufficient to permit a balanced onpera- 
tion, and unless there should be an increase in shipments, no tonnage will be 
available for commercial facilities. 

Your letter stated that you do not agree with the Army’s conclusion that 
commercial costs were found to be 20.6 percent higher than the Army’s opera- 
tions. The conclusion you referred to was not based on a comparison of the cost 
of Army facilities with that of public ports and private terminals. Instead, it 
was the result of a study to determine whether it would be more economical 
to the Government to pay established tariff rates and charges for using private 
terminal facilities, or to award contracts for this service on the basis of com- 
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petitive bids. It was found that prices obtained through the competitive bids 
were 20.6 percent lower than the tariff rates and charges. I think you will 
agree that taking advantage of the lower rates was in the best interest of the 
Government, 

I trust that the above information provides adequate answers to the questions 
set forth in your letter to Mr. Kyes. 

Sincerely, 
JOHN SLEZAK, 
Assistant Secretary of the Army (Material). 


The committee will recess until tomorrow morning at 10 a. m. 
(Whereupon, at 12:07 p. m., the hearing was recessed, to reconvene 
at 10a, m. tomorrow morning, Thursday, May 13, 1954.) 





STUDY OF OPERATIONS OF MILITARY SEA 
TRANSPORTATION SERVICE 


THURSDAY, MAY 13, 1954 


Hovse or REPRESENTATIVES, 
SPECIAL SUBCOMMITTEE T'0 ConsIDER OPERATIONS OF 
Mittrary Sea TRANSPORTATION SERVICE OF THE 
ComMirrer ON MercHANtr MARINE AND FISHERIES, 
Washington, D. C. 

The special subcommittee met, pursuant to recess, in room 219-B, 
Old House Office Building, at 10:07 a. m., Hon. John J. Allen, Jr. 
(chairman of the special subcommittee) presiding. 

Mr. Auien. The subcommittee will come to order, and will proceed 
with the further consideration of the investigation of the Military 
Sea Transportation Service, in relation to the operation of the mer 
chant marine. 

We have as a witness this morning, Mr. Davies. If you will identify 
yourself for the record, Mr. Davies, we shall be pleased to hear your 
statement. 

Mr. Davies. My name is William D. Davies. I am vice president 
of D. C. Andrews & Co., Inc., of New York and other United States 
cities. Iam representing the New York Foreign Freight Forwarders 
& Brokers Association, Inc., of New York. 

Before I start, Mr. Chairman, if I may, I should like to introduce a 
statement of Mr. A. V. Biegen, which could not be received yesterday 
due to a shortage of time, and due to his unavoidable absence today. 
I have read it, 1 am familiar with it, and I offer it, if I may, that it 
may become part of the record. 

Mr. Auten. Without objection, the statement may be printed in 
the record at this point. 

(The prepared statement of Anthony V. Biegen is as follows :) 


STATEMENT OF ANTHONY .V. BIEGEN, FOR THE CusTOMS Brokers & FoRWARDERS 
ASSOCIATION OF AMERICA, INC., NEw York, N. Y. 


My name is Anthony VY. Biegen. I am a vice president of Caldwell & Co., Ine., 
foreign freight forwarders, 50 Broad Street, New York, N. Y., and I am a director 
of the Customs Brokers & Forwarders Association of America, Inc. of 8-10 Bridge 
Street, New York, N. Y. I am making this statement as a representative of the 
association. 

In the interest of orderly consideration, it seems best to present for your 
examination the commercial operations of foreign freight forwarders, engaged 
in export trade, and then develop how their services have been employed by 
various United States Government agencies. 

A competent foreign freight forwarder must be a “jack-of-all-trades”—but 
contrary to the commonplace legend—he must be master of all of them. To 
be otherwise would result in loss to his clients and possible bankruptcy fo 
himself. 
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The daily operations of a foreign freight forwarder are extremely diversified 
and highly technical, often accompanied by stress and strain, caused by time 
elements, weather conditions, human failure, or breakdown of equipment. In 
all circumstances he must remain calm and resourceful, never adinitting defeat, 
always intent on accomplishing the seemingly impossible. 

A freight forwarder must be expert in many fields of foreign-trade activitity. 
In fact he is the hub around which many varied operations revolve. In addition 
to knowing all the intimate requirements of his client he must meet on an equal 
footing, officials, agents and employees of the United States Government, of 
railroads and other common carriers, steamship lines, insurance companies, 
banks, foreign consulates, lightermen, truckmen, warehousemen, coopers and 
inspectors; in fact all other interests that may contribute to the completion 
of an export transaction. Unless he is at least as competent and resourceful 
as all of these, in their specialized fields, he cannot efficiently represent his 
clients in these many activities. 

He must be prepared to assist his principals in negotiating the issuance of 
export licenses, and in times of national emergency, in the procurement of 
priorities and allotments. His office must prepare, coordinate, and clear through 
United States Customs shipper’s export declarations: must obtain, when neces- 
sary Bureau of Animal Industry certificates; must arrange intransit entries, 
on foreign goods moving through ports of the United States and when required, 
attend to Customs drawback formalities. He must be ready, at a moment’s 
notice, to proceed to Washington to represent his clients, before any and all 
Government Bureaus that control foreign trade matters. 

Naturally, to do a good job, he must have a comprehensive knowledge of the 
problem under negotiation. His stature as an agent of his client, must be at 
least equal—in intelligence and approach—to the opposite party in the negotia- 
tions. In other words, he is expected to be a suctessful commercial diplomat. 

The ultimate cost of transportation to the consignee must always be uppermost 
in the forwarder’s mind Other factors must also be considered, such as the 
time element from point of shipment to destination, port conditions and fa- 
ities, steamship sailings, and, of course, requirements of the terms of sale 
and the letter of credit. Strategic routings must always be watched and all 
elements evaluated. To accomplish this, branch offices or integrated working 
arrangements with associate foreign freibht forwarders must be maintained at 
all ports of the United States and Canada. 

In his day to day, inland operations, a forwarder would obtain embargo per- 
mits, if necessary, route and trace shipments moving by rail, express, motor 
truck, barge, airline, or even pareel post. Under necessitous circumstances, he 
would also arrange intransit storage for his client, as when a port is embargoed. 

The booking of cargo to worldwide destinations imposes serious responsibilities 
on the foreign freight forwarder, especially in times of war or when confronted 
hy steamship tonnage shortages. 

Certain hazardous cargo, reefer freight, perishables, goods affected by heat 
or eold, heavy lifts or extra lengths, must all be accorded special attention to 
assure proper delivery and stowage on board steamer. 

When a shipment arrives at the loading port a forwarder really begins to 
function very actively. After clearing the export declaration and obtaining the 
stenmship delivery permit he must prepare the dock receipt and arrange transfer 
to shipside, by complete and definite instructions to railroads, lightermen, truck- 
men, or suppliers and he must followup carriers to make certain that the goods 
arrive at the pier on the date and at the time required. The forwarder’s office 
must then compile the ocean bills of lading, making certain that the description 
is accurate and that the lowest proper rate is applied by the steamship line. 
To do this he must be an expert in the interpretation and application of ocean- 
freight tariffs. He must carefully check the shipper’s packing list as to weights 
and measurements and reconcile any differences with ocean carriers—at times 
insisting that remeasurements be taken at the port of loading or at destination. 

On shipments to Latin America and certain other destinations the forwarder 
must convert weights and sometimes measurements into metric system equiva- 
lents and the job must be 100 percent accurate to avoid heavy fines at destination. 
These countries, in most cases, require consular invoices and cértificates of origin 
prepared in Spanish. or the language of the receiving country. Each country 
has a different procedure as to forms, number of copies, weights, values, charges, 
proof of origin, certification, registration of signatures, fees, and hours of presen- 
tation: and return of documents. In New York the foreign consulates are located 
all over the city, although quite a few are concentrated in the Rockefeller Center 
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area. Most forwarders are located downtown where the custom house and most 
steamship lines have their offices. As a consequence forwarders must maintain 
a substantial staff of efficient messengers to conduct these consular operations. 
The problem of beating deadlines in consular matters makes for higher pressure 
demands of time and physical stamina than any other aspects of the forwarder's 
operations. 

In all seriousness, consular requirements are a powder keg in every forwarder'’s 
office. Omit so much as a tariff paragraph number—even if the nomenclature 
is correct—and you risk a substantial fine at destination. Convert a weight 
into kilos incorrectly or present documents late for vise and an early airmail 
may bring a demand to pay a customs penalty of considerable proportions, 
perhaps running into the thousands of dollars or even confiscation of the mer 
chandise. The reason why some of the foreign customs officers use a fine 
comb on every consular document or bill of lading, is because they collect up to 
50 percent of all penalties they are able to impose on consignees. If the for- 
warder makes a mistake, however seemingly trivial, he is expected to pay up 
and like it. 

Having attended to these documentary functions, the forwarder must now pro- 
ceed to have issued an ocean marine insurance policy or certificate. Many of the 
well-established forwarders have arranged so-called open policies against which 
all shipments are declared which shippers require insured. These open policies 
usually cover the goods from the time of shipment to the ultimate destination, 
indicated in each individual policy, as issued by the forwarder. Unless the ship- 
per instructs him specifically as to what risks should be covered, the forwarder 
must exercise his own best judgment as to what protection should be provided. 
Many problems are presented marine-insurance-wise and the forwarder who 
arranges his client’s coverage must always have the right answer or he will 
lose the confidence of the firm he represents 

With the completion of the insurance policy the forwarder is now ready to get 
his shipping documents in order, for presentation to the bank or for such distri 
bution as the shipper may request. 

If it is a banking transaction—especially one involving a letter of credit 
extreme care must be practiced to make certain that each and every document 
meets all requirements 100 percent. Is the ocean bill of lading stamped ‘on 
board’? Is it marked “freight prepaid,” properly signed and initialed? Is it 
a clean ocean bill of lading and is the date within the time limits allowed by 
the letter of credit? Does it require endorsement or is it consigned straight? 

Is the insurance amount sufficient and does the policy show “and/or other 
steamers”? Are all the insuring clauses correct and are they initialed? 

How are shipper’s invoices drawn? Does the description of the goods corre 
spond with that of the credit and do prices agree? Do they bear all necessary 
certifications and are the discounts and extensions correct? The forwarder must 
do a thorough job, if the funds due his clients are to be collected from the bank, 
often involving many thousands of dollars. 

The various phases of forwarding I have briefly outlined are more or less 
essential for every shipment that moves in export trade. Some consignments 
may be relatively simple; others are so complicated that they may take months 
to dispose of. All require great care and personal attention to every detail. 

Appended hereto is a summary of the many services performed by Foreign 
Freight Forwarders in their daily operations for commercial clients. 

Let us now consider the functions of Foreign Freight Forwarders in relation 
to United States Government cargo shipped to foreign destinations. 

Since the end of World War II, and in compliance with the Bland Act, the 
following United States agencies have consistently used the services of Foreign 
Freight Forwarders: 


United States Department of Agriculture 
General Services Administration 
Bureau of Public Roads 


It should also be mentioned that the United Nations Relief and Rehabilitation 
Administration availed itself of the services performed by Foreign Freight 
Forwarders, and the results were invariably satisfactory. 

The three United States Government agencies indicated above, generally 
operate in a similar manner when arranging dispatch of their cargoes through 
Foreign Freight Forwarders. 

The Department of Agriculture and the General Services Administration 
usually book their cargo with the steamship lines, informing them the name of 
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the forwarder designated to complete dispatch and documentation. The Bureau 
of Public Roads customarily requests the chosen forwarder to arrange ocean 
space. 

Complete shipping instructions are made available to the selected forwarder, 
which specify the name of the supplier and his location, which might be in the 
interior of the United States, at a seaboard warehouse, or some other local 
source of supply. On shipments originating at interior points, the forwarder 
would be expected to order the freight to seaport by rail, truck, or other con- 
veyance—first making certain that an export license has been obtained, if neces- 
sary—attend to coordination and clearance of the shipper’s export declaration 
through the customhouse, obtain a steamship permit from the interested ocean 
earrier and compile dock receipts, all for the purpose of assuring prompt and 
proper delivery to shipside 

If the freight should move forward in carload lots, it is essential that the 
forwarder trace the movement from point of origin to seaboard and also arrange 
with the rail carrier for lighterage delivery to the export vessel, all of which 
must be carefully coordinated, and followed up frequently to assure delivery to 
pe or steamer 

Ocean bills of lading must then be compiled by the forwarder, making certain 
that proper descriptions are shown and correct freight rates assessed. In 
addition, so-called measurement cargo—where the volume computed at 40 cubie 
feet must be compared with the weight, usually on a ton of 2,240 pounds, to 
ascertain which yields the greater revenue—requires each individual package 
cubed out, meaning that the length times the width times the height of each 
package must be processed to ascertain the total cubic feet of each package. If 
there are 100 different size shipping cases, each would have to be individually 
cubed and checked for correct affreightment. 

Ocean freight charges are usually vouchered to the interested Government 
agency direct by the steamship line so that the forwarder does not have to 
advance the ocean freight charges, as is the case on prepaid commercial 
shipments 

Frequently, the forwarder is expected to arrange execution of government 
railroad bills of lading and must at all times provide over, short, and damage 
reports to the respective agency, when cargo suffers such intransit hazards. 

The forwarder is also required to dispose of ocean bills of lading and other 
related documents, making certain that such bills of lading are stamped ‘on 
board” properly signed and dated. Arranging disposition of completed docu- 
mentation requires strict adherence to the Government’s requirements: as fre- 
quently many diverse interests receive either originals or copies of ocean bills 
of lading. supplier’s invoices, packing lists or other pertinent data, peculiar to 
the type of cargo shipped. 

On full cargoes or part cargoes of grain, dispatched in behalf of the Depart- 
ment of Agriculture, close liaison must be maintained with the grain suppliers, 
grain inspectors, grain elevator operators or grain barge owners to assure 
arrival alongside the ocean vessel, when the ship is completely fitted and in all 
respects ready to work On full cargo movements the forwarder must also accept 
tender of the vessel in behalf of the Department of Agriculture; keep in close 
contact with the loading operations; maintain a record of actual time worked 
and whether weather conditions prevented continuous loading; report imme- 
diately to the proper official of the Department of Agriculture when overtime 
work might be advantageous, as against possible demurrage, which might run 
about $1,500 per day; obtain weight certificates from the operators of the grain 
elevators and grade certificates from the Inspection Division of the United 
States Department of Agriculture; and also make certain that the bagging opera- 
tions are proceeding in good order and without delay. To effectively perform 
these duties weekend attendance is occasionally necessary. 

Sometimes, when a forwarder at New York is assigned the handling of a full 
cargo grain ship, she nay proceed to Albany for about 90 percent of her cargo 
in which event the loading operations there must be supervised by a representa- 
tive of the forwarder and upon completion the vessel might then be sent to a pier 
in New York Harbor for topping off with bagged grain. Such a dual loading 
operation is necessitated by the fact that a fully loaded grain ship of Liberty 
size could not safely negotiate the Hudson River Channel from Albany to New 
York 

On full cargoes the forwarder would also be expected to see that the vessel 
clears port in good time and all ocean documentation must then be disposed of 
in accordance with the Department of Agriculture instructions. 
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For all services, of whatever nature, performed in behalf of the Department 
of Agriculture, the General Services Administration and the Bureau of Public 
Roads, the forwarder receives a fee of 144 percent of the ocean freight commonly 
known as steamship brokerage on so-called berth or part cargo movements, paid 
by the carrier or his agent. In the case of full cargoes of the Department of 
Agriculture he may be compensated at a rate of 24% cents per ton, which on a 
vessel of say 10,000 tons, would yield him a fee of $250, paid by the charter broker 
by special arrangement with said Department. 

It has been our experience that the three Government agencies referred to 
herein have received prompt, efficient, and courteous service from Foreign Freight 
Forwarders, dating back to the inauguration of this private enterprise system 
as contemplated by the Bland Act, at the conelusion of World War II 

We now come to the procedure followed by Foreign Freight Forwarders in 
dispatching United States Army cargoes, prior to the introduction of the MSTS 
system 

The Office of the Chief of Transportation of the Department of the Army, 
Washington, D. C., under the signature of Maj. John W. Patchin, issued a dire¢ 
tive dated April 12, 1948, which incorporated the following detailed services 
required performed by Foreign Freight Forwarders in connection with overseas 
movements: 


1. Receive ducuments and/or information from the PTO or branch trans 


portation officer indicating the detail of the cargo, schedule of shipments fron 
point of origin, ocean booking and other pertinent information. Coordinate 
to the extent directed by the POF with Department of the Army or other 
representatives to secure information concerning cargo and its location and 
availability. 

2. Arrange for prompt unloading or temporary storage when necessary 
to avoid car detention. Followup with PTO or BTO any cars not received 
to insure availability for vessel. 

3. Arrange placement at shipside as required (at New York this will in 
clude obtaining steamship permit, placing of lighterage orders, and followup 
to assure cargo delivery as ordered). Check to assure that shipment is com 
plete, including correlation of shipments from several origins when they 
constitute one ocean shipment. 

4. Prepare and secure signed dock receipt or other appropriate signature 
from steamship company. 

5. Secure and deliver to PTO or BTO necessary over, short and damage 
reports and certificates, inspection reports, and violation reports to insure 
proper quantity, condition and packing; report on any loss or damage to POE 
or BTO. Pick up and deliver from piers to POE or BTO necessary WDSI)'s 
accompanying shipment. 

6. Arrange routine cooperage and incidental services when carrier will ac 
cept responsibility. Report to PTO or BTO any shipments requiring mark 
ing, packing, repacking and similar services not the responsibility of the 
carrier, and arrange procurement of services if so directed. 

7. Furnish complete record of arrival, unloading, storage and loading to 
vessel to PTO or BTO. This will be sufficiently detailed to provide the basis 
for certification of carriers’ bills for storage, demurrage, switching and acces 
sorial services. 

&. Complete ocean bill of lading and/or manifest received from POF or 
BTO, tender to steamship company and secure and return signed (on board) 
documents to POE or BTO. Prepare ocean manifest and/or stowage plan 
when so directed. 

9. Furnish to steamship company the documents to be placed aboard the 
vessel, including appropriate copies of WDSD received from POE or BTO. 

10. Prepare export declarations and file with the Collector of Customs 
(rarely required). Prepare and file with Collector of Customs a letter indi 
eating that ship carries United States Army cargo (on full shiploads). 

11. Furnish POE or BTO with such facts as required concerning the shi 
ment, including necessary data for preparation of sailing dispatch 


It was the practice of the United States Army at New York to designate, on 
rotation basis, certain forwarders for a period of 3 months, whose duty it was to 
work in collaboration with specified steamship lines in arranging the exportation 
of Army freight to overseas destinations. 

In implementation of paragraph 3 of the Army’s detailed shipping require 
ments, foreign freight forwarders were requested to hire, at their own expense, 
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union checkers at New York piers, who would double check tallies taken by the 
steamship line’s own checkers when loading operations were in progress. The 
cost of such union checkers amounted to about $16 per day which the forwarder 
had to absorb from the steamship brokerage of 14% percent of the ocean freight 
incurred. It is understood that this checking procedure was not expected of 
forwarders at ports other than New York. 

Since the institution of the MSTS operation, work formerly performed in 
behalf of the United States Army by forwarders must now be attended to by 
civilian or military personnel, and it is believed that the cost of such supervision 
would be in excess of the 14% percent brokerage paid to forwarders by steamship 
lines for similar services, including the free use of a union checker for extra 
accuracy. 

Worthwhile savings in costs for the Army are also accomplished by employ- 
ment of forwarders through the great flexibility of this type of program. It must 
be admitted that there are peaks and valleys, in the flow of Army cargoes, and 
personnel employed by the military would have to be geared to the “peaks” for 
maximum efficiency, whereas in periods when “valleys” predominate considerable 
numbers of employees would be subjected to enforced leisure. This would appear 
to be a needless waste of personnel. If forwarders are used for the dispatch 
if nonstrategic cargoes as many or as few as might be needed could be impressed 
into service by a simple request of the Army Transportation Corps. 

Finally, it is our sincere belief that the United States Army Transportation 
Corps will cordially concur in the statement that the services performed by 
foreign freight forwarders have been eminently satisfactory in all respects. 


Summary of services performed by foreign freight forwarders and brokers 


1. General operations: 
Act as agents for American exporters 
Act as agents for foreign importers 
Act as agents for Government agencies 
Keep abreast of worldwide developments 
Render every needful assistance and advice 
Conduct all necessary correspondence 


Supervise and direet export movements through all United States of 
America and Canadian ports 
Maintain complete records including storage thereof 
® United States Government operations: 


Negotiate export licenses 
Prepare, coordinate and clear export declarations 
Prepare and obtain intransit entries 
Apply for BAI certificates 
Comply with drawback formalities 
Procure all necessary Government permits, priorities or allotments 
Represent clients before Government bureaus 
Prepare, file, and follow up transportation tax forms 
3. Inland operations: 
Procure AAR and other embargo permits 
Route shipments to seaports 
Trace inland shipments by rail, exress, motor truck, barge or airline 
Arrange Government bills of lading 
Arrange intransit storage 
4. Port operations: 
Arrange rail lighterage to steamer 
Arrange private lighterage to steamer 
Arrange truck delivery to steamer 
Arrange shippers’ or suppliers’ delivery to steamer 
Arrange car-float delivery to steamer 
Arrange marginal track delivery to steamer 
Follow up such deliveries 
Arrange railroad storage 
Arrange warehouse storage 
Arrange foreign trade zone storage and manipulation 
Arrange representation at all United States of America and Canadian 
ports 
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5. Steamship operations: 
Negotiate conference contracts 
Quote ocean freight rates 
Compile and circularize ocean freight rates 
Issue sailing schedules 
Arrange ocean shipping space, including deep tank space 
Obtain steamer delivery permits 
Compile dock receipts 
Convert weights and measurements to metric system 
Compile ocean bills of lading 
Arrange bill of lading consolidations 
Check ocean freight rates 
Check shippers’ packing lists 
Check ocean freight charges 
Reconcile any over or undercharges 
Follow up for on board bills of lading 
Arrange through bills of lading to foreign destinations 
6. Consular operations: 
Have knowledge of worldwide customs requirements 
Convert weight:: and measurements to metric system 
Compile consular invoices in foreign languages and in English 
Compile certificates of origin in foreign languages and in English 
Arrange for visa of these consular documents 
Obtain vised health or sanitation certificates 
Obtain vised food and drug certificates 
Assist in procurement of import permits 
Keep stock of worldwide consular documents 
Maintain library of foreign customs tariffs 
7. Insurance operations: 
Negotiate open marine policies 
Obtain marine insurance rates 
Quote marine insurance rates 
Arrange marine insurance binders 
Issue marine insurance policies 
Secure marine insurance cover notes 
Procure fire and related insurance policies 
Arrange foreign insurance coverages 
8. Banking operations: 
Complete shippers’ invoice by adding charges, if required 
Prepare drafts and documents for presentation 
Issue banking instructions 
Negotiate against letters of credit 
Arrange foreign collections and discounts 
Assist in buying and selling foreign exchange 
Follow up foreign collections and remit proceeds to clients 
9. Documentary operations: 
Dispose of ocean documents to shippers 
Dispose of ocean documents to consignees 
Dispose of ocean documents to others at interest 
10. Accessorial operations: 
Present and collect claims against inland carriers 
Present and collect claims against ocean carriers 
Present and collect claims against insurance companies 
Present and collect claims against warehousemen 
Present and collect claims against other parties at interest 
Arrange cable, telegraph or mail clearances 
Provide messenger service as required 
Arrange for recoopering 
Arrange for export boxing 
Arrange for weighing, railroad or otherwise 
Arrange for inspection 
Arrange for sampling 
11. Financial operations: 
Advance railroad freight charges 
Advance storage or demurrage charges 
Advance lighterage charges 
Advance other accessorial charges 


a 
a 
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Advance ocean freight charges 
Advance consular fees 
Pay insurance premiums 
Render invoices for disbursements and service charges 
In general foreign freight forwarders must perform every necessary service, 
from time of placement of order until shipment is delivered at foreign 
destination 
Mr. Davies. Our association is one of the oldest in New York. Many 
of the members have offices in different cities. The association from 
which you heard yesterday has among its members a good number 
of the members of the New York Association, and vice versa. It has 
always been the policy of our association, of which I have been a mem- 
ber, off and on, for over 30 years, to appear by a working member of 
its industry before any committee or in any noncourt matter. We 
realize that perhaps we suffer thereby, by not having the advantage 
of able counselors talk for us, but we are sufficiently old fashioned, 
perhaps individualistic, to believe that we prefer a working member 
of the industry. I am not voing to cover, today, any of the points 
that were covered yesterday. I am not going to read or rehash the 
statement which I have prepared, and of which you have copies, 
although I do ask, if I may, Mr. Chairman, that it may be received 
as part of the record. 
Mr. Atien. Without objection, the statement of Mr. Davies will 
be printed at this point in the record, 
(The prepared statement of William D. Davies is as follows :) 


STATEMENT OF WILL!AM I). DAVIES, REPRESENTING THE NEW YorxK FOREIGN FREIGHT 
FORWARDERS AND BROKERS ASSOCIATION, INC. 


The New York Foreign Freight Forwarders & Brokers Association, Inc. appre- 
ciates the opportunity afforded to present its vews to this subcommittee. Our 
membership is composed of approximately 100 foreign freight forwarders who 
are engaged in the forwarding of waterborne export through the port of New 
York to foreign destinations and our members handle a substantial portion of 
the freight moved through that port. 

At the present time our industry is operating at a depressed level. We appear 
before this committee today, after having exhausted our administrative remedies, 
to seek its much-needed aid in eliminating the wholly unjustified competition of 
the Federal Government in the foreign freight forwarding business. 

As the subcommittee undoubtedly knows, the work of the forwarder is to 
coordinate the rail or truck movements of export cargo to the port city, prepare 
the necessary documents required for export, book space with a steamship line, 
and arrange for the movement of the cargo to shipside. The forwarding in- 
dustry is primarily a service industry and the forwarder’s compensation is 
derived from a forwarding fee charged to the shipper and frem freight brokerage 
received from the steamship line for securing the cargo and for other services 
rendered 

The foreign freight forwarder plays an essential role in the movement of 
international freight. He is actually the export traffic department of many 
thousands of inland shippers and without his presence and the services he 
offers at the port city the exporter would be seriously handicapped in the 
processing and movement of his shipment overseas. This statement is especially 
apt with respect to the small shipper 

The courts and Federal agencies have recognized this vital role of the foreign 
freight forwarder in the movement of export cargo. The United States Maritime 
Commission has said that ; 

“The forwarding industry is an integral part of the commerce of the United 
States, is employed by a great number of export shippers and is therefore an 
indispensable link between those shippers and carriers” (83 U. S. M. C. 170). 

If the forwarding industry were to be eliminated or seriously depressed, it 
would be necessary for many of the large shippers, at considerable expense, to 
establish their own export department in the various port cities of this eountry. 
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The smaller shipper, however, would be unable, because of the cost, to establish 
such a department and he would be seriously hindered in the exportation of his 
goods. As a result, the foreign trade of the United States would inevitably 
suffer. 

At the beginning of World War II it became apparent that if our own Govern- 
ment and our allies performed the forwarding work in connection with export 
nonmilitary cargo as well as military freight, the foreign freight forwarder 
would soon wither and die and thus would be lost to the postwar shipper as an 
essential link in the international movement of his goods. The forwarders 
were urgently in need of help. Congress in 1942 recognized the necessity of the 
continued existence of the foreign freight forwarder in international trade by 
the passage of the Bland Forwarding Act (sec. 217, Merchant Marine Act of 
1936, as amended). Under this statute the Maritime Administration was d 
rected “to coordinate the functions and facilities of public and private agencies 
engaged in the forwarding and similar servicing of waterborne export and 
import” for the purpose of the “preservation of forwarding facilities and services 
for the postwar restoration of foreign commerce.” 

Pursuant to this directive, the Maritime Administrator issued general order 
No. 70, dated May 26, 1949, as amended, which he states was “promulgated as 
a peacetime application of the act to facilitate participation of the forwarding 
industry in the relief and rehabilitation cargo movements.” Under section 243.2 
of general order No. 70, as amended, it is stated that public agencies engaged in 
the movement of relief and rehabilitation cargo “shall use the services of private 
freight forwarders for the forwarding of such supplies in accordance with 
ordinary commercial practice, except where existing conditions make such use 
unreasonable or impracticable.” 

During World War II the various Federal agencies engaged in the movement 
of relief cargo, including the military and naval forces, employed the services 
of private freight forwarders. The forwarding work was done expeditiously 
by trained and experienced forwarders at substantially less cost to the Govern- 
ment than would have been expended if Government personnel were used. Since 
the war, the Bureau of Public Roads, General Services Administration, and the 
Department of Agriculture have in accordance with the Bland Act and general 
order No. 70 of the Maritime Administration likewise used the services and 
facilities of private foreign freight forwarders in the movement of export cargo. 

After World War II, the Army proceeded to do its own forwarding of non- 
military cargo until 1948, when the then Secretary of the Army, Kenneth C. 
Royall agreed that private forwarders would be engaged for the handling of 
relief shipments. This procedure, however, lasted only for a brief period and 
since the commencement of the Korean war, the Department of Defense has 
consistently refused to employ the services of private forwarders in the move- 
ment of relief and rehabilitation cargo. At the present time, these movements 
of ordinary commercial cargo, such as food, clothing, and tools of production, 
to Korea and other areas are substantial and with the falling off of export trade 
the inability of the forwarding industry to participate in these large movements 
has caused it to be operating at a depressed level. The refusal of the Depart- 
ment of Defense to permit private forwarders to handle this cargo is therefore 
having a most serious effect upon our industry. at 

In this respect, the plight of the forwarding industry is, we feel, more serious 
that the steamship industry. While the latter industry has felt sharply the 
competition of the MSTS in ocean transportation, the lines at least are sub- 
sidized by the United States and they have financial redress for their operating 
losses. In addition, the figures recently provided to this subcommittee by Ad- 
miral Denebrink show that the berth liners carry almost half of the tonnage 
moved by the MSTS and during fiscal 1953 the private maritime industry was 
paid approximately half a billion dollars by MSTS. On the other hand, the 
forwarders are not subsidized, nor do we seek subsidies, and we have received 
no revenue whatsoever from MSTS on its vast movements. All that we ask 
is that the Department of Defense comply with the Bland Act, as do the various 
other executive departments making ocean shipments, and permit private for- 
warders to handle the nonmilitary cargo. 

Not only is the action of the Department of Defense contrary to the letter 
and spirit of the congressional mandate as indicated by the Bland Forwarding 
Act, but it is also our strong opinion that except for purely military cargo, such 
as munitions and arms, the Department of Defense is unjustified, from the 
practical point of view, in engaging in the forwarding business. Our experience 
in moving relief cargo in World War II demonstrates conclusively that from a 
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strict business point of view it is more costly for the Government to be engaged 
in the forwarding business than to use private forwarders. 

It should be noted that during World War II and at the present time, the 
governmental departments shipping in ocean movements did not and presently 
do not pay to the forwarder the usual forwarder’s fee paid by a private shipper, 
the forwarder’s sole revenue on Government shipments coming from the broker- 
age received from the steamship line. While we do not endorse the practice 
of the Government of refusing to pay a forwarder’s fee, the fact remains that 
the Government at the present time is obtaining expert forwarding services 
absolutely free on movements being handled by private forwarders. There 
can be no question whatsoever that if the Department of Defense permitted 
forwarders to handle relief shipments under the prevailing procedure, savings 
of a most substantial nature can be made in personnel and overhead. And 
equally important, the forwarding industry will he given the opportunity to 
participate, as presently does the steamship industry, in the large movements of 
relief cargo 

We have presented this situation to the United States Maritime Administra- 
tion, Hon. Louis Rothschild, who is charged with the statutory duty under the 
Bland Act of obtaining the cooperation of the Federal agencies utilizing for- 
warders Mr. Rothschild has indicated that his agency has taken this matter up 
vith the Department of Defense, which takes the position that the forwarding 
of commercial cargo by the military is in compliance with the law. While Mr. 
Rothschild has stated that it is the aim of the Maritime Administration to pro- 
mote the welfare of private business agencies, he states that there is no statutory 
authority whereby the Department of Defense can be compelled to use private 
forwarders in lieu of its own forwarding facilities. 

Our industry is faced with the situation, therefore, where the agency of the 
Federal Government deputized to administer a congressional statute has virtually 
conceded that no effective action can be taken by it to bring about the use of 
the private forwarding industry on shipments forwarded overseas under the 
relief and rehabilitation program of this country. Our efforts to solve the prob- 
lem directly with representatives of the MSTS and the Army have similarly 
been unavailing. The MSTS has taken the position that it is not concerned 
with obtaining the cargo or retaining forwarders for that purpose, its operation 
heing confined to the handling of the freight only from ship’s tackle at the port 
of exit to ship’s tackle at the port of discharge. When the forwarder then turns 
to the Army and asks why the private forwarding industry is not permitted to 
do the work, the answer given is that the Army has no appropriation to pay the 
forwarder either a forwarding fee or brokerage for the handling of the shipment. 
In some cases the MSTS have refused to pay brokerage themselves for parcel 
lots on ships they charter and have also refused permission to commercial steam- 
ship companies to pay brokerage on parcel lots shipped under jurisdiction of 
the MSTS 

Obviously, the reliance upon these technical positions has little merit in view 
of the oft-stated position of our leaders in Government that it is their desire 
to remove the Government from those businesses which are in competition with 
private industry and also bring about the greatest of economy in governmental 
operation. Indeed, the Secretary of Defense, Charles Wilson, who has overall 
jurisdiction of both the MSTS and Army forwarding operations, has stated: 

“Tt is the policy of the Department of Defense not to engage in the operation 
of industrial or commercial-type facilities unless it can be demonstrated that it 
is necessary for the Government itself to perform the required work or service.” 

It is our considered view that the MSTS operation where it duplicates or 
competes with private steamship operations should be eliminated, or at least 
drastically curtailed. In any event, that part of the MSTS or Army operation 
which has resulted in the Government’s engaging in the forwarding business 
is unecessary, unbusinesslike and contrary to the congressional intent as clearly 
set forth in the Bland Act. Just as other governmental agencies, such as the 
Department of Agriculture, GSA and the Bureau of Public Roads, have recog- 
nized the congressional mandate as set forth in the Bland Act, so too, the De- 
partment of Defense should permit the following work to be done expeditiously 
and economically, as it has in the past, by private enterprise. 

It is our earnest request, therefore, that this subcommittee should call upon 
the Department of Defense to adhere to the letter and spirit of the Bland For- 
warding Act by curtailing their activities in the movement of oceangoing govern- 
mental cargo. The subcommittee should request the Department of Defense to 
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establish a procedure, similar to the successful method employed in the han 
dling of lend-lease cargo during World War II and ECA shipments thereafter, 
whereby except for purely military freight the services of private forwarders 
would be used for the customary forwarding duties incidental to the movement 
of relief and rehabilitation cargo to overseas destinations. 

Che need for such action is urgent. Unless this subcommittee is successful in 
obtaining from the Department of Defense an agreement to cease and desist from 
engaging in the forwarding business, our industry is faced with serious times 

The only remedy then available, we suggest, is that this subcommittee give 
consideration to legislation which would implement the Bland Forwarding Act 
so as to prohibit, except in the case of an emergency declared by the Presi- 
dent, the Department of Defense from engaging in the forwarding business for 
other than purely military cargo. 


STATEMENT OF WILLIAM D. DAVIES, ON BEHALF OF THE NEW 
YORK FOREIGN FREIGHT FORWARDERS AND BROKERS ASSO- 
CIATION, INC., BEFORE THE SPECIAL SUBCOMMITTEE TO CON- 
SIDER OPERATIONS OF THE MILITARY SEA TRANSPORTATION 
SERVICE 


Mr. Davies. I am going on to what I hope may be somewhat new 
ground. What I have to say will not be lengthy, and it is going to 
cover, as far as I am able, how we, the forwarding industry, are 
hurt, and why we come to you to ask for your help in correcting 
this situation about the MSTS and the forwarding industry. In a 
very few sentences—and I mean in a very few sentences—I am going 
tu summarize a little of what was said yesterday. 

The forwarding industry is not what some people used to think :¢ 
number of years ago, and perh: ips before the passage of the Bland Act, 
with which [ am familiar. It is not an industry which exists on a 

“cut” for doing nothing. Extensive hearings were held by our full 
committee, by Judge Bland and his associates, back in 1941-42, and the 
result of those hearings, not only in Washington but also, as I recall, 
in Portland, Maine, New Orleans, and San Francisco, was incorpor- 
ated by Judge Bland in his report for the committee, dated January 
26, 1942, from which I quote one sentence, which is not improperly 
wrested from its context. 

It is clear to the committee that the work of freight forwarding is essential 
to the movement of goods in foreign commerce under normal conditions. 

I quote that statement because it is sometimes difficult for those 
who are not informed as you are, but those who are not fully familiar 
with transportation, to realize what forwarding is. Forwarding is 
the act of arranging for movement of cargo from one country to 
another country ; and without forwarding, shipments would not move. 
Someone has to do the forwarding, and it is the normal practice of 
commercial forwarders, such as ourselves, to be used. It does not 
mean that forwarding cannot be done by a large company, by a small 
company, or by a government, if necessary. Anything can be done 
by a government. Anything can be done, if the expense warrants 
it; but the only reason why forwarders are in business is because 
they can do a job in the proper traditions of business, and can do 
it more cheaply than anyone else, on account of mass production. 

At the present time, our industry is depressed. I wish to interrupt 
myself, here, to say that I do hope that I may be asked questions. I 
feel that that is a much better way of eliciting information than any- 
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thing I can say. I welcome interruptions, rather than going right 
ahead. But, going on, however, we are a depressed industry—not 
that the previous years have not been good; they have been good; 
but commercial exports have fallen off considerably during the past 
year, perhaps due largely to the cutting off of exports to Brazil; in 
previous years, the Argentine. However, those things will probably 
be overcome. Years have the habit of doing away with markets 
which the export industry once considered essential. 

In this particular instance, we are not seeking the forwarding of 
any goods of a military character—and I mean military in this sense: 
arms, ammunition, anything that is going to the military, naval, or 
air forces abroad—our own forces. Hospital supplies for nurses, 
canned peas for the troops—we are seeking nothing in that connection; 
but we are seeking the forwarding of relief supplies which, in days 
gone by, would have been provided—if at all—by private charities 
such as the Red Cross. We have no wish to interfere with the MSTS 

except in the particular that I shall bring up in a few moments. 

The MSTS seems to me to be perverting a meritorious service in 
combining all the transportation of the agencies of the various 
branches of the Department of Defense. It has, from what I have 
read, a good working arrangement with the NSA, and its policy, if 
adhered to, as stated by Admiral Denebrink, should work well with 
the Maritime Commission and the MSTS; but there are some rough 
corners which I think should be smoothed off. We, therefore, as 
forwarders, are not seeking anything that is of a strict ly military 
nature going to our own Armed Forces abroad. We are, however, 
seeking the forwarding of those goods and cargoes which are not 
going to our military forces abroad, whether as a result of the Bland 
Act—which, of course, became section 217 of the Merchant Marine 
Act of 1936—through Government departments—on cargo of a non- 
military nature, through the use of commercial forwarders. 

And, to interrupt my own flow of thought, there, I would say that 
it is reasonable that they should do it. Forwarding is part of a 
natural system of business enterprise. It is part of the transportation 
picture. It is a very small part, it is true, but without forwarding 
transportation could not operate, any more than an automobile could 
operate without, we will say, tires. Tires are a small part of its cost, 
but they are necessary; and in the same way, forwarding has to be 
done for alle xport woods. 

We handled goods for the Army in 1950. I am familiar with the 
whole matter, by design and by a curious combination of circum- 
stances. On behalf of the farwarding industry, I attended all of the 
hearings that were held here. When the Army cut out the forwarding 
services, I was asked by our services and asked by the Army to attend 
on their behalf, to work out arrangements for the use of forwarders 
by the Army. This, asI recall, was about 1948. I thought it was an 
agreeable arrangement, which continued up until 1950. At that time, 
my own firm—and, of course, my own firm is my only means of em- 
ployment; I receive no compensation in any way for any work I 
do for the association—that time came for the handling of Army 
cools. We handled the Army goods, and sudde nly we found that we 
were not being paid brokerage by the various steamship companies 
in New York. Forwarders received their compensation for their 
services in 1 of 2 ways: by fees to the exporter, and by brokerage, 
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which is normally at the rate of 4 percent of the ocean freight that 
1S paid, 

In our relations with the Army we were content, for a variety of 
reasons, to work for brokerage only; or perhaps we had to work for 
ae only. The various lines in New York informed my com 
pany, D. Andrews, that they could not, despite their habit in the 
past and chs ir desire in the future, pay brokerage on this new MST 
cargo; and I was referred to Washington. 1 came down here and 
talked with Admiral Callahan, who introduced me to his chief legal 
counsel, whose name I do not recall. This was about 1950. He was 
courteous, and so was his Cc hie f le eal counhse |. His chief le gal counse] 
however, took this point of view, that in the cargo which forwarders 
were handling, they were only interested in the operation of the ship 
from the time the ship’s ropes were cast off until the time the ship's 
ropes were attached at a port of destination. They were interested 
in all expenses that affected the ship during that period of time, but 
they were not interested in any expense that was incurred on shore. I 
pointed out, at that time, that one of the functions of the forwarder, 
or of forwarding, was the obligation to see that cargo arrived in time 
for the trip, so that the ship was properly filled. 1 was informed that 
that was not their function; if the ship went empty, or if it went 
full, or whether they hoped it would go full—that was not part of 
their duties. The duty of filling the ship was on the various Govern 
ment departments; and he said—as far as I can remember, after a 
lapse of 2 years, but it is rather plainly impressed on my mind—he 
said, “Mr. Davies, 1 realize that forwarders do work and earn their 
money, but will you please tell me what services you perform for the 
cargo after it is stowed in the ship, after the hatches are put down, 
and after the ship’ Ss ropes are cast off, and before the ship’s ropes are 
attached at the port of arrival ¢” 

Now, obviously, neither we nor anyone else does anything for 
cargo after it has been stowed; it is impossible to do anything for 
the cargo. You might perhaps stretch the point to say there is 
documentary work which has to be done to it, but I am not going to 
try to strain points to that extent. I say the Andrews Co., happens 
to be in this position—and I was not very familiar with it, but we 
were really typical of the industry as a whole—we were placed in 
the position that MSTS would not include any item for brokerage 
in the rates which are allowed to various steamship operators. The 
steamship operators therefore could not pay us; and MSTS said to 
us, “Go and ask the Army for your forwarding fees’: which I did. 
The Army said, “We have no specific appropriation for this.” Now, 
I did not have at that time, or I would have argued more strongly 
the directive made by Secretary of Defense Johnson on August 2. 
1949, wherein, in point 3, “functions and responsibilities,” subpoint 
(b)-3, it is very clearly stated that “the procurement of vessels out 
side of the MSTS fleet by time-and-voyage charter and the procure- 
ment of space in commercial shipping, as found necessary.” That, 
of course, is part of their functions, but to do that they must have 
a right to arrange for shore services; and, if they are bareboating a 
ship, if they are time-chartering a ship, they must, or someone on their 
behalf must arrange for both the stevedoring and other things. If 
they can do it on their time charters and on their bareboat charters, 
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there is no reason why they cannot do it on their so-called space 
charters, on normal commercial ships. 

We are, therefore, as an industry, falling between the two views— 
of one Government department, the MSTS, saying they cannot pay 
us for the reasons that I have mentioned, and the Army, saying they 
have no money to pay us. Now, my point is this, Congress. went 
into it and declared it the intent and direction that the forwarders 
should be used, within reason, on commercial ships sent out by the 
Government. That policy was followed for a number of years, up 
until 1950, when the MSTS was used. Of course, as we all know, 
the MSTS is part of the Navy. The MSTS have cast us adrift, and 
I beg to submit that any saving it may show is entirely fictitious, 
because the forwarding a that forwarders formerly did now has 
to be done by commercial or Army employees, or the Army, itself. 

The Army is engaged in ab ilian movement, as I call it. Therefore, 
what, with great respect, I am asking of your subcommittee, and 
which T hope it will do, is to find out, by letter, why the intent and 
direction of the Congress is not being followed: why the system 
which has worked well, without any claims of inability on the part of 
the forwarding industry to perform, or any claim that any excessive 
rate was paid, is not being continued ; and whether, also, their present 
system is not costing them, as I believe it is, a great deal more than 
when it was done by commercial forwarders. It is my hope—and with 
respect, I do ask it—that your subcommittee will consider this matter, 
and, if the subcommittee feels it is the right course, that it will 
inquire of the proper parties as to why the intent and direction of 
Congress is being flouted in this matter. 

If the committee does decide to x that, I shall, of course, be happy to 
provide any factual background of which I have knowledge, and would 

t all times be available, if the committee desired to have me here. 

Thank you very much. 

Mr. Arumn. Thank you. Mr. Ray, have you any questions f 

Mr. Ray. What is the volume of tonnage that you have lost? 

Mr. Davies. The volume of tonnage with us is very considerable. 
I am very happy that you mentioned that. I intended to say that, at- 
tached to the statement of Admiral Denebrink, as given on March 26 
of this year, there is a chart which shows the amount of dry cargo 
lifted, by type of carrier; but that is all on percentage figures, and on 
total amount of tons shipped per month. Perhaps a more adequate 
answer to your question is to refer to Pp ige 37 of Admiral Denebrink’s 
own testimony, where he says that- 

The total freight paid during the fiscal year 1953 under shipping contracts with 
American-flag berth operators, and under berth terms, amounted to some $173 
million. 

So the item is very considerable to us, and represents very much prep- 
aration of cargo that is moving. Incidentally, I will say that it 1s the 
feeling generally of the forwarding industry, supported by such fig- 
ures as I have been able to obtain, that where we refer to the gross ex- 
ports of the country, a great deal of it is in the way of mutual assistance 
pact, FOA shipments, and other things of that type. 

If I may, I should like to add one other point which is griping our 
industry, and that isthis. On mutual assistance shipments, which con- 
sist of arms and munitions going to foreign governments, we feel pretty 
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keenly that the suggestion has been implied, if not stated, that this is 
a matter of security, that we cannot handle these shipments; whereas, 
shipments are allowed by law and do move by law on foreign-flag 
ships. The assumption, therefore, is that the foreign seamen, being 
neither American citizens nor citizens of the country of destination, 
are more reliable than our own citizens who are forwarders, in the 
handling of this type of merchandise. 

Mr. Ray. Does the $173 million figure represent the business that 
you think you should be doing? 

Mr. Davies. Well, the figures are not entirely plain, according to 
his records. That is my honest belief and conception, that that is 
what we ought to be doing at the present time. 

Mr. Ray. It does not include any of what you referred to as military 
services ? 

Mr. Davres. No, sir. 

Mr. Ray. Let us take some shipper like General Motors, for example, 
which exports cars. At what point does the freight-forwarding enter 
into that transaction ? 

Mr. Davies. May I take Chrysler, which we actually handle our- 
selves ? 

Mr. Ray. Yes. 

Mr. Davies. I can then speak from my real knowledge; and while I 
do have some real knowledge regarding General Motors, I should 
prefer to talk on what is within my own knowledge. 

Mr. Ray. I merely used that as an illustration. 

Mr. Davies. Chrysler, for whom we handle all their forwarding in 
every part of the country, has, in New York, for instance, no export 
men of their own, at all. They naturally have a large force in New 
York—export men. We have a teletype direct to the offices of Chrys- 
ler. ‘They advise us daily by teletype the number of «nits that they 
are shipping abroad, the real car numbers on which they are leaving 
that evening, and mail to us further instructions as may be necessary 
if there are any particular types of car to move. 

Mr. Ray. Transportation to New York, then, is not difficult ? 

Mr. Davies. No. The transportation to New York, sir, is arranged 
by Chrysler, and is arranged from Detroit. No forwarder can be 
familiar with what is the best means of transportation from individual 
factories or even from individual cities; but when the shipment ar- 
rives in New York, we do everything for Chrysler. We take out the 
dock receipts; we do not do the booking of the freight for them, be- 
cause it is easier for them to do that in Detroit, and the steamship 
companies prefer it. Chrysler doesn’t care. We don’t care for it, 
but the steamship companies are very anxious it should be booked in 
Detroit for reasons of their own, which may be good or bad; and when 
the shipment arrives in New York, we issue the lighterage orders, we 
provide trucking orders, if necessary. We make out bills of lading, 
we make out consular invoices, we pay the freight, if it be necessary— 
that is, if the shipment is not going collect. We obtain the bills of 
lading, all the consular papers, and we handle those documents in 
accordance with Chrysler’s instructions. In other wards, we do every- 
thing for Chrysler. 

Mr. Ray. Do you take care of putting the car on the ship, or on 
the pier? 
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Mr. Davies. No. We arrange for it to be put on the pier. If it 
moves by lighter in a rail car, it would probably come in afloat, and 
it is transferred by the employees to the steamship company. We 
have no employees on the pier, at all, ourselves. The pier is operated 
by thie steamship companies. 


Mr. Ray. And the companies with whom you contract have no em- 
ployees there ¢ 

Mr. Davies. Chrysler has none; no, sir. 

Mr. Ray. And the lighterage firms and others that you make your 
arrangements with—you just load it on the dock / 

Mr. Davies. We arrange for it. We do not actually move the car 
there. We do not do the stevedo1 ing. We have no checkers of our 
own. We do no stevedoring work. We merely arrange for the for- 
warding; but, actually, we would not be permitted, and neither would 
Chrysler be permitted to have their own people unload the shipments 
coming in. 

Mr. Ray. So, now, if Chrysler is shipping something that is to be 
_ indled by MSTS, the things you have been doing there are not done, 

r they are 6 done by the Army organization ? 

Mr. Davies. They would have to be done, sir; but they would be 
done | ry the Army. 

Mr. Ray. At what point does the Army take over? Just where you 
did ¢ 

Mr. Davies. At just about the place that we do; yes, sir. They have 
special rail bills-of-lading which shippers are required to fill out 
for them, and they make a large number of copies of rail bills-of- 
lading. 

Mr. Ray. Do some of them have to go through the work that you 
described, getting out the consular papers, and so forth ¢ 

Mr. Davies. Well, of course, relief goods are not going so much to 
South American countries, where consular papers are required, Usu- 
ally, speaking of relief goods, consular papers are not required by 
certain countries. As to the Philippines, where they are required, we 
have those requirements, and all the bookwork and the making of 
bills-of-lading and the making of arrangements at the piers. But 
the Army does duplicate our work, with the possible exception of the 
consular inv ol 28. 

Mr. Ray. And I suppose there are some shipments that come that 
are not serviced by a forwarding agency, and not by the Army, but by 
the shipper itself ¢ 

Mr. Davies. Some shippers have their own forwarding departments. 
For a variety of reasons, forwarding has to be done by somebody. It 
can be done by the steamship company, for instance. It can be done 
by a railroad. It can be done by any commercial shipper, and, of 
course, it can be done by the Army or any other Government depart- 
ment. ‘There is no mystery about the forwarding. Anyone can do 
it if he has the necessary knowledge and experience. 

Mr. Ray. Do you or does Chrysler select the ship on which the trans- 
portation is to be made? ' 

Mr. Davies. Chrysler selects it in Detroit, through the agencies of 
the steamship companies; but that is not a regular practice. That is 
being done by mutual assent and agreement, and, I think, chiefly 
because the steamship companies wanted to keep their Detroit offices 
alive. 
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Mr. Ray. Generally, do the shippers or do the forwarding agents 
select the ship? 

Mr. Davies. Generally, and chiefly, the forwarder selects the ship. 
But we have no objection, sir, if the shipper wants to select his own 
ship. Some shippers say to us, “We want to use”—mentioning one 
partic ular line, and we follow their instructions. Other shippers will 
say “We want to use” a particular flag, the flag of one country; and 
we follow their instruction. Our policy as a forwarder is always to 
use their next and speediest boat to destination. 

Mr. Ray. Getting back to the first question I asked, what percentage 
of the total volume of business that forwarders were handling is repre 
sented by this $173 million oa at they are not handling, roughly / 

Mr. Davies. I would Say, +, that $173 million is more business than 
the forwarders used to hae for the Army when they were handling 
it, a good deal more; and by “a good deal more” I would say 50 percent 
more than they used to handle. 

Mr. Ray. How is it as related to the total volume of forwarding 
activity / 

Mr. Davies. That is a hard question to answer, and one would really 
have to take the total amount of cargo that moves through the port 
of New York, as an example, and consider what relationship that 
bears to army goods. I would say what the MSTS handles in this 
particular line of cargo—lI hesitate, here, because it is not an easy 
question to answer—I would say that the one hundred and seventy 
odd million dollars in freight to which I have just now referred, bears 
a proportion to the total amount shipped through the port of New 
York, excluding Government goods, of about 10 percent. In other 
words, I would say there is nine times as much commercial cargo 
shipped. Now, that is a guess, and I can only say that it is based 
on my best judgment. 

Mr. Ray. How would you summarize or state the effect upon the 
forwarding companies of the loss of opportunity to furnish forward 
ing service, has upon the steamship lines? 

Mr. Davies. Iam afraid I missed that. How would I do what ? 

Mr. Ray. The $173 million not being handled by the forwardi: 
agencies. 

Mr. Davies. Of course, that has a very bad effect on the forwarding 
industry. The forwarding industry is depressed at the present time 
Mr. Ray. Yes. It is about 10 percent of their business, you say. 

Mr. Davies. It would be about 10 percent of their business. 

Mr. Ray. What is the effect on the shipping lines, of not havi 
the service of the forwarder ? 

Mr. Davies. Well, those particular movements to which I particu 
larly referred, ] think: but on steamship lines, the regular commercial 
steamship operating lines— 

Mr. Ray. Doesn’t that affect the prosperity of the steamship lines 
in any way? 

Mr. Davies. Except insofar as they may get a lesser rate, it — 
not affect them. Of course, all Government cargo is handled at less 
than the normal commerci: . rates; but the steamship companies are 
not affected, because they get that revenue. Thev carry it. 

Mr. Ray. This change ‘the at took the forwarding agencies out of the 
picture has not affecte 1d the volume of business done | yy the steamship 
companies 4 





MILITARY SEA TRANSPORTATION SERVICE 


Mr. Davies. No, sir: it has not affected them, at all. It has affected 
us. 

Mr. Ray. I am a little puzzled as to how this committee gets into 
your problem. 

Mr. Davis. May I answer that question, sir, in this way, that we 
are part of the maritime industry. In the early part of 1940—1942, 
1943—the Maritime Commission suggested certain regulations cover- 
ing the forwarding industry, and quoted as their authority the Ship- 
ping Act of 1916. The forwarding industry did not think at that 
time it was part of the normal ; ship operation and ship servicing 
covered by the Shipping Act, and the case was fought up to the Su- 
preme Court, and in about 1946, the case was decided by the Supreme 
Court by a split vote, that the forwarding industry were as much 
under the jurisdiction of the Maritime Commission as any other part 
of the shipping industry. 

I think the words referred to—as I recall, “forwarding” is men- 
tioned specifically in the Shipping Act, done in connection with ship- 
ping. Therefore, we are as much a concern of the Merchant Marine 
Committee as any shipping company might be. 

Mr. Ray. That is all, Mr. Chairman. Thank you. 

Mr. Auten. Mr. Bonner? 

Mr. Bonner. Yes, sir. The last observation made interests me. 
My conception of this inquiry is that it involves the question of what 
adverse effect the civilian activities of MSTS may be having on the 
private American merchant marine. Now, I am interested in the wel- 
fare of all freight forwarders, and, in the early part of this hearing, 
I made some observations as to the elimination of this well-established 
service. But the question raised by this gentleman and his associates 
really should come before the Committee on Expenditures in the 
Executive Departments, of the House of Representatives, and to the 
subcommittee of that committee, of which Mr. Riehlman is chairman. 
It goes, then, to the efficiency and management of the armed services. 
It so happened that I was chairman of that committee for 4 years, 
and we observed along this line the encroachments of the armed serv- 
ices upon this industry, which is absolutely a commercial industry, 
supposed to be carried on by private operations. I have in mind such 
things as tire repair, the recapping of tires, the repairing of commer- 
cial vehicles in the armed services—not the combat vehicles—and the 
conventional automobile repair, the manufacturing of paint, the 
manufacturing of rope, and general commercial activities that have 
grown up in the national defense, and which have interfered with 
private business. 

Now, here is a similar case, where the national defense has set up 
its own freight-forwarding agency within the various branches of 
the national defense—Army, Navy, Marine Corps, or what have you; 
and, further than that, in the Mutual Security Administration and 
the relief programs, in connection with which MSTS is transporting 
the freight. But government agencies have gone into the field of 
private industry and have taken over the business of this gentleman 
and his associates. 

Now, does the scope of this inquiry go to the efficiency and operation 
of the national defense, or is it confined to the question of what effect 
the expansion in the nucleus fleet of MSTS is having, adversely, on 
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the American merchant marine? That is the question we must decide. 
I think we are going afield here. 

Mr. ALLEN. I came to the conclusion, at the outset, that we could 
not tell whether this freight-forwarding industry was a part of the 
American merchant marine problem without a sufficient basis upon 
which to answer the question, at the outset; but I think, from the 
testimony that has been adduced, if this analysis is correct insofar 
as MSTS operations are affecting the American-flag ships, I would 
be unable to see where the problem of the freight forwarders was 
involved, because, for one thing, freight forwarders are just as much 
concerned with operation of foreign-flag ships as with American-flag 
ships. ‘There may be a feeling of the jitters, but they are no doubt 
endeavoring to serve their best interests as they see them. 

I think probably the time is not lost, and that the record we have 
made may be drawn to the attention of the committee under Mr. 
Riehlman, and they could take the problem for consideration, if they 
so desired. 

There is the further possibility, inasmuch as this law under which 
the freight-forwarding industry gets some protection came out of 
the Committee on Merchant Marine and Fisheries, that we would have 
the same continuing jurisdiction to supervise its execution that we 
have over other laws—over any laws coming out of the committee. 
So it might be that we could take our own record and apply it to some 
other investigation. ‘To that extent, I think the effort is one that has 
not been wasted. 

Mr. Bonner. I thoroughly agree with you, Mr. Chairman. The 
hearings have been interesting to me: but I have come to the con- 
clusion that this subject should be brought to the attention of Mr. 
Riehlman’s Committee on Government Operations, and that a copy 
of the transcript of these hearings should be sent to him. He is chair 
man of that Subcommittee on Government Operations. The matter 
lies within the very field that he and his committee are authorized fo 
inquire into, to try to get the Government out of private business, 
insofar as possible, when not otherwise required. 

Mr. Au.en. If it meets with the approval of the committee, when 
we finish the hearings, I would suggest that I be authorized to send 
the transcript of the record—— 

Mr. Bonner. I was going to suggest that. 

Mr. Davies. May I makea point? I think what you say is perfectly 
true; it perhaps should go to this other committee. However, it would 
seem to me that perhaps, as the Merchant Marine and Fisheries Com- 
mittee originally held hearings on the Bland bill, and as there is a 
suggestion, and since part of that act required regular reports, and as 
the reports can show that the intent of Congress has not been carried 
out—whether, perhaps, this, on that basis, could be considered as a 
proper point for the committee to take it up. 

In other words, the committee’s bill, originally, dealt with this, and 
the contention is that one of the Government departments is not 
obeying it. 

The other point is, No. 2 

Mr. Bonner. I thoroughly sympathize with you, but it is a point 
of jurisdiction here. The Armed Services Committee has jurisdiction, 
and then the Government Operations Committee is delegated by the 
Congress to look into the expenditures of the various Government 
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agencies—all of them. They can go into all of them, and if the 
Government agencies are unnecessarily going into commercial activi- 
ties, then the committee can expose them and bring it to the attention 
of the House, and back to the attention of the Armed Services Com- 
mittee: a thing which we did. repeatedly. 

The armed services have a philosophy of utilizing, if possible, their 
senior personnel, where they have become no longer readily adaptable 
to the field, to discharge and to create civil functions to occupy their 
time. You will find down there the Commission on Enlisted Personnel 
sitting, and civilian civil service employees actually doing the work. 
You will find out that, on the basis of 30 people in a group, you could 
take 5 or 6 civilian employees and perform all their duties for one- 
third of the expense to which the Government is being put. Repeated- 
ly, I saw that. It is a hard problem. It is butting your head up 
against a brick wall. y. ou have an agency over here that all they have 
to do is to holler “wolf” and they can get ‘all the money they need. No 
Member of Congress will vote against national defense appropriations 
or a national defense authorization. They have got you, there. 

Mr. Davies. If I may add to that, sir, entirely agreeing with you, 
I first acted on the industry in making these arrangements with the 
Army. I was conscious of the great reluctance of the civilian em- 
plovees, and some of the Army employees, too, to adopt this service. 

However, I will say—and it needed a considerable pounding on that 
by your coynmittee at that time to make them conform to the desires 
but. having done so, they did later actually earry it out. J would 
say that. 

Mr. Bonner. With all due deference, in what I have said, to the 
group of gentlemen that I am complaining about, they are the finest 
men I ever had contacted. In fact, they agreed with me, but col- 
lectively they are with the broader scope and the broader and larger 
expansion of the Pentagon, and all under the umbrella of the Penta- 
gon. It is a hard field to get into. That is why you should bring 
this complaint, because it is good to have it be fore this committee. 
But you are not the only group affected. That is something that you 
are in. Without some pressure from committees of Congress, they 
will gobble up everything. 

Mr. Davies. Well, we are willing to go ahead and fight on it, as 
we did before when the first bill was put through, and we were in 
danger of losing all forwarding of lend-lease. You may remember 
that, at that time. What should be our next step to achieve our 
purpose ¢ 

Mr. Bonner. Just what we discussed here—that a copy of this 
transcript of this hearing be sent to the chairman of the proper sub- 
committee of the Committee on Government Operations, with a letter 
from the chairman of this committee calling it to his attention; and 
that you then ask for an opportunity for a hearing before his com- 
mittee and lay this matter before them. 

Mr. Davies. I shall do so. I suppose the transcript will go in the 
next 10 days or so? . 

Mr. Auten. We can send the galley proofs. We will not have the 
complete transcript. 

Mr. Davies. Just so that when my letter arrives, addressed to the 
‘hairman of the committee, he will be familiar with what it might be. 
You would also be writing him, I assume, Mr. Chairman. 
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Mr. AuLEN. Yes, and I want to send you a copy of the letter I send 
to him, so you will know, when you receive it. 

Mr. Davies. Fine. 

Mr. Bonner. I can go further to say that the O’Mahoney amend- 
ment to the armed services appropriation bill in the former Congress 
clearly directed the Secretary of Defense to do certain things. In 
January of this year I wrote a letter to the Secretary of Defense. I 
got a letter in reply from some liaison officer up here, and I wrote 
another letter, and then I got some sort of answer, and they do not 
carry out the intent of the O’Mahoney amendment, which directs 
them to do certain things in conjunction with the Unification Act 
It is just a continuation of unnecessary expenditures in the national 
defense, of millions and millions and millions of dollars, when I am 
thoroughly convinced, and the member of that subcommittee that I 
happened to be the chairman of, both Republicans and Democrats— 
Mr. Brownson, Mr. Curtis, Mrs. Harding: from the Republican side, 
Mr. Meader and myself, and five other Democrats. There was no 
question that we clearly pointed out tremendous savings. Some of 
them were brought to pass. 

Mr. Davies. From an experience point of view, I have been for- 
warding all my life, and my father before me. But, without specific 
knowledge of ship operation—because I’ am not a ship operator, I 
am only a forwarder and broker, both of bulk cargo, and forwarding, 
which is the equivalent. It would seem to me that the MSTS started 
out by combining all the tr: insport ation agencies of the armed services 
together. It was a step in the right direction, but they have gone so 
much further afield that now they - getting off the beaten track. 

Mr. Bonner. All the steps have been in the right direction, but 
the administration is where the problem has ‘vocal 

Mr. Davies. They have gone away afield. 

Mr. Bonner. Not only in the MSTS but in other things. 

Mr. Auten. Are there further questions for the record? 

Mr. Bonner. No. 

Mr. Auten. Well, thank you very much, Mr. Davies. We will do 
what we can to get your matter before the proper committee. I do 
concur in the thought that this subcommittee would not have jurisdic- 
tion to carry any action to a conclusion with regard to it. We will 
try to move it along the proper channel 

‘Mr. Davies. Thank you. 

Mr. Auien. I should like to have a meeting of the subcommittee 
in executive session for a few minutes. 

The committee will stand in recess until Tuesday next, immediately 
following the executive session of the whole committee. 

(Whereupon, at 11 a. m., the hearing was recessed until Tuesday, 
May 18, 1954, to reconvene immediately following the executive session 
of the full committee. ) 
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House or REPRESENTATIVES, 
SpreEcIAL SuscoMMITree To ConsIDER OPERATIONS OF 
Mivirary Sea TRANSPORTATION SERVICE OF THE 
CoMMITTEE ON MerCHANT MARINE AND FISHERIES, 
Washington, D.C. 

The special subcommittee met in the committee room, 219 Old House 
Office Building, at 10:30 a. m., Hon. John Allen, Jr. (chairman) pre- 
siding. 

Mr. Auten. The sabcommittee will come to order and we will pro- 

ceed with the hearings on the investigation of the Military Sea Trans- 
poration Service in relation to the maintenance and operation of the 
merchant marine. 

We are very much pleased this morning to have w ith us as our first 
witness, Maj. Gen. Paul F. Yount. General, if you will just identify 
yourself for the purpose of the record, we would be pleased to hear 
whatever statement you may have. 


STATEMENT OF MAJ. GEN. PAUL F. YOUNT, ARMY CHIEF OF 
TRANSPORTATION 


General Younr. Thank you, Mr. Chairman. I am Maj. Gen. Paul 
F. Yount, Army Chief of Transportation. 

Mr. Chairman and gentlemen, I am appearing before you to present 
the views of the Department of the Army concerning the relationship 
between Military Sea Transportation Service and the shipper services. 

In accordance with the National Security Act of 1947, calling for 
unification of the armed services, and pursuant to the Secretary of De- 
fense’s directive of August 2, 1949, the Army and Navy Transport 
Services were merged effective April 1, 1950, into a Military Sea 
Transportation Service (MSTS), and made a responsibility of the 
Department of the Navy. The MSTS was established to provide, un- 
der one authority, the control for the operation and administration of 
all ocean transportation. 

The MSTS is responsible for the control, operation, and adminis- 
tration of Government-owned vessels assigned, and all other vessels ac- 
quired, to provide an oceangoing carrier service of personnel and mate- 
rial for the armed services, and, as authorized, for the other govern- 
mental agencies of the United States. Under the terms of the cited 
Secretary of Defense directive, the Department of the Army operates 
ocean terminals for the reception and handling of military cargoes 
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and passengers to and from ships provided by MSTS in general con- 
formity w ith ree ‘ognized commercial practices. 

The Chief of Transportation is the Department of the Army agent 
re Ee under the direction and control of the Assistant Chief of 
Staff, G-4, to move persons and things, to provide transportation 
sorvires’ for the Army and as assigned for the Navy, Air Force, and 
other agencies. Sponsorship of personnel or cargo is a direct respon- 
sibility of the military departments, that is, the Department of Air 
Force is responsible for sponsoring movement of Air Force cargo and 
personnel as is the Department of the Army for Army sponsored cargo 
and personnel. Within the Department of the Army, it can generally 
be said this sponsorship is limited to the Assistant Chief of Staff, G-1 
for individuals; the Assistant Chief of Staff, G-3, for units and their 
organic equipment; and the Assistant Chief of Staff, G4, for general 
troop supplies, civilian and military aid supplies. The Chief of 
Transportation, Department of the Army, does not himself sponsor 
the movement of cargo and personnel. He acts only as the agent con- 
cerned in making arrangements for such movement. As the Depart- 
ment of Army agent, he is also responsible for arranging for the 
transocean movement of Air Force cargo and personnel. 

Shipping requirements are developed on the basis of oversea 
requisitions, general and specific staff allocations, special projects, 
and operational information. Fluctuations in requirements are 
generally attributable to, but not necessarily in this order of im- 
portance— 

(a) Change in world situation. 

(6) Labor-management. disturbances. 
(c) Delays in production. 

(7) Tactical or strategic considerations, 

The Department of the Army develops ocean transportation require- 
ments for cargo and passenger movements for Army and Air Force 
cargo and personnel, evaluates these requirements and consolidates 
them into comprehensive movement programs which provide the 
MSTS with the most realistic forecast which can be made. This fore- 
cast is furnished the MSTS on a monthly basis covering a 1-year 
period. Requirements for cargo are set forth in various categories, 
for example, general, special, ammunition, reefer, unit equipment, as- 
sembled aircraft, and so forth. Passenger requirements are reflected 
in terms of military cabin and troop passengers and dependents. 

The Military Sea Transportation Service (MSTS) upon receipt 
of requirements submitted monthly, and currently kept up to date, 
from the Departments, matches its capability for both cargo and 
personnel against such requirements and assigns shipping as required. 
If the MSTS capability should fail to meet the several Departments’ 
stated requirements, the Departments could elect either to accept the 
reduced shipping capability or to refer the matter to the Joint Mili- 
tary Transportation Committee (JMTC). The Joint Military Trans- 
portation Committee after obtaining necessary guidance from the 
Joint Logistics Planning Group (JLPG) would allocate MSTS’ 
available shipping capability to the several services in accordance 
with JLPG’s guidance as to the priority of movement required to 
support the several oversea commands. Only once to date have the 
Departments and/or MSTS had to resort to this procedure and that 
Instance rose out of a labor-management dispute. 
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In time of emergency, it is recognized that there will be a necessity 
to allocate both cargo and personnel shipping. Accordingly, under a 
DOD directive the three services are publishing joint regulations 
which set forth the specific procedure to be followed by the Depart 
ments and MSTS whenever the Joint Chiefs of Staff determine such 
allocations to be necessary. 

The actual allocation assignment of passengers and cargo to specific 
vessels is accomplished at the port level, but any major change in the 
program must be approved on a MSTS shipper service basis at the 
Washington level. 

The shipper services have jointly worked with the Military Sea 
Transportation Service in the publication of a uniform set of port 
procedures. ihese procedures have been revised several times in the 
last few years, with the most recent revision h Ving been effected on 
March 11, 1954. The shipper services keep these up to date as they 
represent present and forward ene of the three military depart 
ments and MSTS working together as asi ngle, integrate “le ntity. 

Under the September 2, 1949, “Terms of reference, preliminary 
agreements and procedures to be used in effecting the establishment of 
the MSTS,” the shipping service is responsible fur loading and dis- 
charging the cargo and personnel carried in vessels furnished by 
MSTS. 

The loading and discharging of passenger traflic is a joint responsi- 
bility of MSTS and the port commander. The order of embarkation 
is jointly prearranged and the port commander schedules personnel 
to arrive at the gangplank in the prescribed order at which time 
MSTS through a troop guide or steward’s department guide system 
direct passengers to their appointed cabins or compartments. The 
order of debarkation by category of passenger is jointly prearranged 
one MSTS schedules personnel to the gangplank in the prescribed 

rder at which time the port commander directs passengers into 
senciabi transportation for movement from pler area. 

The MSTS is not responsible for the physical stowage or the physi 
cal presentation of individuals aboard MSTS vessels. This is a re 
sponsibility of the Shipper Service, subject to such “safety at sea” 
regulations as may be applicable. MSTS is responsible for position 
ing of ships for export cargo and passengers at locations as designated 
by the Shipper Service. 

Sometimes shipping originally programed to meet a stated require- 
ment cannot be used. In such cases, shipper services, in accordance 
with a directive from the Secretary of Defense, are billed for unuti- 
lized traffic reservations if they fail to manifest 90 percent of their 
stated requirements as submitted 45 and 15 days, respectively, which- 
ever is greater, in advance of the beginning of the basic month pro- 
vided MSTS can substantiate the costs. 

In accordance with Army policy, the day-to-day movement of mili- 
tary sponsored export traffic to the ports is via that combination of 
carriers (land and ocean), routes, and the United States ports that 
will permit movement of such traffic from United States inland point 
of origin to oversea destination port at the least: overall cost to the 
Government consistent with the maintenance of adequate service to 

carry out the Army mission. This policy is aimed at attaining a 
maximum of economy in the use of appropriated funds and still meet- 
ing the essential needs of the service. 
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The factors considered by the Chief of Transportation in comput- 

ing the lowest landed cost on such shipments are— 

(1) Land transportation costs in the United States, 

(2) Port handling costs at United States outloading port, and 

(3) Ocean shipping costs to oversea port of debarkation. 
Far-shore terminal and inland transportation costs to inland desti- 
nation are not considered in our export routing determinations. 

Additional factors considered in our routing determinations include 
such military requirements, military security, , efficient use of military 
facilities and vessels, labor situation, oversea port restrictions, and 
availability of shipping to specific oversea destinations. The Army 
nationwide freight traffic system is utilized to regulate the flow of 

cargo to and through ports in consonance with shipping capabilities. 
This is done to avoid port congestion and to insure expeditious and 
economical freight movement. 

The provision of shipping to meet the varied demands of the shipper 
services and to provide immediate response in event of any emergency 
requires that MSTS operate a nucleus fleet. Such fleet constitutes a 
vital sea transportation capability without which the Department of 
Defense would lack the degree of flexibility required to meet sudden 
and variable worldwide militz ary requirements of the shipper services 
in support of global military operations and other international com- 
mitments. This statement recognizes the requirement for special type 
vessels, as well as the timely availability of shipping to some oversea 
areas where there is no regularly scheduled commercial service. 

The shipper services must at all times have adequate, suitable type 
shipping available to meet requirements (1) for those oversea areas 
which are not served by regularly scheduled carriers; (2) for those 
oversea areas served by seasonal ports requiring use of special type 
vessels; and (3) for the movement of classified material or cargo 
requiring special security measures en route. 

The size of the nucleus fleet of vessels operated by the Military Sea 
Transportation Service must necessarily take into consideration the 
meeting of the Navy and Marine Corps cargo movement requirements 
as well as those of the Army and Air Force. In view of this, the 
Army does not consider itself in a position to give an estimate of the 
necessary size, numerically, of that fleet. 

I will be very glad to answer questions that you or the members 
of the committee may have, Mr. Chairman. 

Mr. Auten. Thank you, General. Mr. Ray, do you have any 
questions ¢ 

Mr. Ray. Yes, Mr. Chairman. 

General, we are working on the relationship between the operation 
of the MSTS and the merchant marine, having in mind the national 
policy that we should have a strong, privately owned and operated 
merchant marine. 

I do not find in your statement any point at which your service 
is giving consideration to the effect of what you are doing upon the 
maintenance of such a merchant marine. 

General Yount. Mr. Ray, I can make clear that it is not a lack of 
interest in the merchant marine. I think the Army is as deeply con- 
cerned as anybody in helping the merchant marine. I have limited 
my statement generally to the points indicated by your chairman 
as to the relationship of the Army as a shipper service. It was not 
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with any thought of evading the issue of the importance of the mer- 
chant marine, | assure you. 

Mr. Ray. At what point do you take account of that, and in what 
way do you take account of it? 

General Youn'r. Actually, under existing directives, the MSTS 
is the basic representative of the Department of Defense in dealing 
with the merchant marine. We are the users. We collaborate with 
the MSTS in discussing requirements, as to vessels, types of opera- 
tions and so forth. But since we no longer have direct dealing with 
the various commercial carriers, we are not the actual voice of the 
Department of Defense in that regard. 

Mr. Ray. What puzzles me is that the MSTS is operating under 
directives. It cannot pass upon the question of whether or not what 
it is doing is helping or hurting the merchant marine. So I am 
asking whether there is consideration of our national policy in the 
decisions which your Department, which your organization makes. 

General Yount. I would think that in the allocation of business, 
a very high percentage of the MSTS cargo is moved in commercial 
bottoms; that there is a very definite interest in the well-being of 
the merchant marine. 

Mr. Ray. But insofar as your own departmental operation is con- 
cerned, that factor does not enter into your calculations, as a particu 
lar factor? 

General Younr. Yes, it does. We recognize today that in wartime 
in the carriage of goods and in the carriage of people to overseas 
destinations, we must depend upon the merchant marine. And I 
think we are on record pretty definitely in the past considering the 
merchant marine the fourth arm of defense. Because of the great 
impact of the merchant marine in time of war, in the past and in 
the possibility of the future, we recognize that we will be dependent 
upon it in time of war, depending upon it for the ships for the training 
of personnel and for the training in management. 

Mr. Ray. You use the merchant marine, but are you actively trying 
to strengthen the merchant marine? 

General Yount. Yes, sir. We have. We are right now—for in- 
stance, the representative of the Department of Defense in connection 
with the development of the coastwise shipping in the roll-on, roll-off 
shipping. We recognize that the Department of Defense cannot con- 
ceivably develop that type of shipping purely on a military basis. 
So we are doing all possible to encourage that type of development, so 
as to assist in the reestablishment intracoastal service, and we believe 
very strongly in it. 

Mr. Ray. Are you doing anything to encourage the development of 
the construction of such ships by the merchant marine ? 

General Younr. Yes, sir. 

Mr. Ray. By the private builders themselves ? 

General Younr. Yes. 

Mr. Ray. Or by MSTS? 

General Younr. Yes, sir. We have done a great deal of talking 
in connection with the various maritime days and National Propeller 
Clubs in an effort to try to develop the fact that the future of that 
type of ship, which we need in the national defense, must be a 
result. of the commercial need. We cannot conceivably come to the 
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Congress and ask for money to build such ships and put them in 
streams in any such number as would have a major impact on an 
emergency situation. The Military Sea Transport Service has re- 
quested funds from the Congress for a prototype of such ships but that 
was wholly for developme ntal purposes and I am sure that neither 
they, nor we, feel that the full deve ‘lopment of that type of ship will 
come except through private capital and in the normal carrying on 
of the economic business of this countr y: 

Mr. Ray. That was the reason why I asked that question. I under- 
stand that MSTS is getting an appropriation for the construction of 
ships rather than having them constructed by and for private com- 
panies. 

General Yount. Yes. I could not say what their exact thinking 
is, Mr. Ray, but I would say at the present time, at > pranen stage, 
it is very much developme ntal. We have pressed as far as we can 
the development of that type of ship to meet the scmedleniaaie of the 
Army. And the MSTS, in carrying on this design work, has been 
more or less- following the requirements that we have indicated as 
being essential to our needs for movement. I do not know, but I am 
sure that in the developmental processes, that it will be an unduly 
expensive ship. I think that rs of that ship may well come a great 
deal of experience which will be of final assistance to the merchant 
marine, either in its present form or in a modified form. There are 
many things we have done in the Service by way of developing items 
which have been turned over to private enterprise for further process- 
ing and I would think this was merely another example. 

Mr. Ray. Are there any operations that you direct that may be done 
by private companies? 

General Younr. We think not. Now, you say “might.” They 
could obviously be done. We think that the Department of Defense 
and the Nation are best served by the manner in which we are doing it. 
We do a very cons iderable portion of our total business through 
the use of commercial contractors. For instance, our stevedore work, 
at our terminals, is done by contract. The only exception—where we 
would ever hire anybody in that area, would be the area where there 
are no contractors available, but as a whole, it would be contract oper- 
ation and we depend very heavily, of course, upon that. Our internal 
transportation, of course, is solely commerciat. 

Mr. Ray. What are the other items that you include in the list of 
things that you think might be done by private companies, but which 
your organization is doing ? 

General Yount. There is the operation of the tug and derricks. We 
of course, have limited our operations. We are constantly reviewing 
it to keep it 9 vithin the limits so as to utilize these commercial opera- 
tors. Wedotry to kee p an integrated service because the basic theory 
behind our operations t ports of embarkation is that of having the 
services immediately av: ail able in an emergency. 

Certainly, the size itself of Army fac ilities would not permit of 
our caring for the entire emergency ; that would be utterly unrealistic. 
At the outbreak of the Korean war, we were able to start the move- 
ment of ships and crews to the Far East very, very quickly. Then we 
had to expand into commercial facilities as rapidly as we could de- 
velop their use, and they could, in effect, clear their decks to handle 
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our business, and divert from a purely commercial to a partial mili- 
tary, or possibly all military, operation. 

Mr. Ray. Thank you very much. 

Mr. Auten. Mr. Bonner. 

Mr. Bonner. General, does the MSTS carry contractors and con- 
tractors’ employees and dependents for contracts that are associated 
with them ? 

General Younr. Normally; no. Normally, where a contractor is 
moving his equipment whic h is his problem—— 

Mr. Bonner (interposing). No, I am talking about the personnel 
of the contractor and the employees of the contractor, dependents of 
the contractors’ personnel. 

General Yount. Generally speaking, they have been handled by 
commercial. ‘There mi Ly be examples of where the Engineers perhaps 
have used them ¢ 

Colonel Latiy. No: I do not. 

General Youn. All that I can think of, Mr. Bonner, have been han- 
dled by commercial facilities as a part of the contract operation. 

Mr. Bonner. Then you do not know that between 1950 and 1951 
the MSTS-owned ships carried about 12,000 contractors and em- 
ployees ¢ 

General Yount. I would guess that was the movement from the 
Philippine Islands to Guam, in connection with the Philippine na- 
tionals; there may have been some movements during that period—— 

Mr. BoNnNER. : hey moved a great many passengers 

General Yount. The requirements were heavy in that area at one 
time; yes. 

Mr. Bonner. Yes. And do you know if they carried contractors’ 
supplies ¢ 

General Younr. Not where the contractor procured them. There 
were certain 

Mr. Bonner. He moved them—— 

General Yount. Where he procured them. 

Mr. Bonner. He moved them wherever there might be a contractor 
building an installation ? 

General Yount. In cases where the Government furnishes equip- 
ment, they are moved by military arrangement because they are under 
Federal ownership. 

Mr. Bonner. What would be Government-furnished equipment, 
and Government-paid-for—— 

General Yount (interposing). I am distinguishing, Mr. Bonner, 
between those cases—— 

Mr. Bonner (continuing). I am talking about military items which 
the Government had, commercial items, construction material. 

General Yount. Certain material is handled by the MSTS. That 
would be especially in areas such as the North Atlantic. There are 
some arrangements for cement, in which the contractor has made his 
own arrangements for transportation. It is one that is determined 
within the Engineers’ construction contract and there are examples of 
both. 

Mr. Bonner. When you say they are not carrying personnel of con- 
tractors, and so on—I might be wrong, but will you furnish for the 
record this point: Just what personnel in the way of contractors, the 
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employees of contractors, and the dependents in all categories, which 
are carried by the MSTS; the number, say from 1950 up to the present 
time ¢ 

General Yount. Yes. 

(The information requested follows :) 


May 27, 1954. 
Hon. JOHN J. ALLEN, Jr., 
House of Representatives. 

DEAR Mr. ALLEN: Reference is made to the questions raised in connection with 
my testimony before the special subcommittee of the House Merchant Marine 
and Fisheries Committee concerning the relationship of shipper services to the 
Military Sea Transportation Service. 

The number of Army and Air Force contractor personnel that have been moved 
by the Military Sea Transportation Service, under Army sponsorship, is estimated 
to be a total of 1,235, all moved in June 1951. There have been some isolated cases 
which we cannot identify but the volume is negligible and civilian movement 
orders do not necessarily state the person’s exact status. The 1,235 personnel 
were all moved to Greenland in connection with the Corps of Engineers airbase 
construction program for the Department of the Air Force, and there is no record 
of any dependents being included. The vessels on which these contractor per 
sonnel were transported served as barracks ships at the site pending construction 
of permanent land quarters 

Army sponsorship of deportees dates back to 1946 when the House Committee 
on Appropriations for the first deficiency appropriation bill for 1946 expressed 
the desire that in the interest of economy, the War Department transport de- 
portees of the Bureau of Immigration and Naturalization Service, subject to 
availability of troop space, being returned to their homeland. Further, the 
committee in their House Report No. 1288 on the first defiiency appropriation bill 
for 1946 for the Immigration and Naturalization Service, reported that they had 
effected a reduction of $3,417,600 in that Service’s appropriation as a result of 
the War Department’s willingness to transport on their transports aliens who 
must be deported. This economy policy has been continued and the Department 
of the Army presently sponsors the movement via Military Sea Transport Service 
of deportees subject to the availability of troop space. 

With respect to the stevedore labor-management disputes, referred to in my 
testimony, which have delayed or interferred with the military movement pro- 
gram, I would like to first amend and clarify my statement with reference to 
obtaining Joint Logistics Planning Group guidance for allocation of Military Sea 
Transportation Service’s available shipping. This procedure was actually in- 
voked as a result of a worldwide shipping shortage during the period November 
1951 through January 1952, which followed labor-management difficulties oc- 
curring in the fall of 1951 in the New York area between the New York Shipping 
Association and the International Longshoremen’s Association. 

In December 1951 there resulted an interruption of the normal International 
Longshoremen’s Association policy to move Army cargo and a work stoppage 
occurred. To insure continued movement of essential military cargo, the Army 
resorted to use of direct-hire civil service labor for a period of several days, secur- 
ing all such labor needed. At the end of this period, union leaders were instru- 
mental in getting ILA longshoremen to return to work with Army stevedore con- 
tractors and resumption of normal use of commercial contract stevedore operators 
resulted. lowever, to insure continuous movement of essential military cargo 
during this period the Army had diverted all export cargo from the New York 
area to South Atlantic and Gulf Coast ports except troop equipment for troops 
moving overseas through the New York Port of Embarkation. Movements were 
not restored to normal until mid-January 1952. 

In December 1953, the Army was again confronted with a possible serious work 
stoppage due to the threat of a dock strike at east coast ports from the Canadian 
border south through the Hampton Roads Port complex to Cape Hatteras, fol- 
lowing expiration of the Taft-Hartley 80-day injunction due to expire at midnight 
December 24, 1953. Involved were the New York Shipping Association, the ILA 
Independent, the ILA—AFL, and the New York-New Jersey Waterfront Commis- 
sion. The situation was complicated by the fact that the National Labor Rela- 
tions Board was petitioned to hold an election to determine which union (old 
or new ILA) should be the industry’s certified legal bargaining agent with man- 
agement. Such an election was held in December 1953. 
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To insure an uninterrupted flow of essential military cargo in the event of a 
work stoppage affecting it, the Army, effective December 10, 1953, notified depots 
and other shippers that carload and truckload shipments normally moving into 
subject ports would be routed through other United States ports as appropriate, 
and that less-carload-lot or less-truckload-lot shipments into subject ports would 
be routed to New Orleans. 

No work stoppage affecting the Army materialized and normal operations 
and traffic routings to the New York and Hampton Roads Ports of Embarkation 
were resumed effective February 1, 1954. 

On March 8, 1954, a wildcat strike broke out on the New York waterfront, 
which resulted in spasmodic work stoppages at the Brooklyn Army Base that 
hampered normal operations. Although cargo shipments to New York were 
not diverted, some shipments were delayed in the port. To avoid serious delays 
in military movements, the Army authorized the use of direct-hire labor at the 
New York Port of Embarkation effective March 15, 1954. The use of direct-hire 
civil-service longshoremen is continuing at New York Port of Embarkation pend 
ing adequate evidence of stable conditions in the New York port area stevedore 
industry. 

While the foregoing cited instances represent the principal labor-management 
disputes which have adversely affected Army operations, there have ulso been 
minor disturbances which have affected to a lesser degree the timely accomplish- 
ment of military movements. 


The policy governing utilization by Military Sea Transportation Service of 
shipping for mutual defense assistance progra’n cargo is contained in COMSTS 


Instruction 4622.2A dated March 29, 1952, and is as follows: 

Priority (1): United States-flag vessels, privately operated in berth service 

Priority (2) : Privately owned vesels under time charter to Military Sea Trans 
portation Service. 

Priority (8): Government-owned vessels bareboat chartered to private op 
erators and time chartered to Military Sea Transportation Service. 

Priority (4) : Government-owned vessels operated under general agency agree 
ment and allocated by National Shipping Authority to Military Sea Transporta- 
tion Service. 

Priority (5): Military Sea Transportation Service commissioned (USS) and 
in-service (USNS) vessels. 

The number of privately owned automobiles of Army and Air Force personnel, 
moved under Army sponsorship, transported on Military Sea Transportation 
Service vessels between United States ports and oversea destinations in Govern- 
ment-owned shipping, is as follows: 


1 overs 

Total Atlan tic Total Pacifi otal, all oversea 

estinatior 
Fiscal ve 
Or I Out I Out In 
1950 9, 5S6 6, 179 l it 83 20, 152 10,014 
1951 10, 06. 4, 698 2, 802 2 12, 867 7, ao 
1952 20, 549 9, 422 10, 490 5, 4 31, 039 14, 849 
1953 23, 043 11, 536 12, 067 3, 432 35, 110 14, 968 
1954 19, 387 15, 942 10, 743 2, 95 30, 130 8, 895 
Total 82, 63% 47,775 16. 668 1X j 120, 208 ti 7F 
The situation up to May 18, 1954, the latest date for which statistics are available 

2 Of this figure, it is estimated that 1.5 percent of the privately owned automobiles of Army and Air Fores 

personnel were the property of civilian Government employee ll of which were transported subject to 


prepayment of port handling and ocean shipping charges 


It was a pleasure to be of service to your committee, and I trust that the infor- 
mation contained in this letter will satisfactorily answer the questions raised 
If I can be of further assistance, please do not hesitate to call upon me. 
Sincerely, 
Pau. F. Yount, 
Major General, United States Army, Chief of Transportation. 
Mr. Bonner. What about other personnel, civilian personnel, 
United Nations personnel, other people of that type; do you carry 
them ? 
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General Yount. The only case in which we would sponsor anyone, 
that is, the Army, would be where there is no other service, and where 
there is definite military application and necessity for their travel. 

Mr. Bonner. I was asking—now, with reference to passengers and 
their assignment, I understand that under the present directive, the 
MSTS directive, you are authorized to carry passengers, but under 
the directive, you must ascertain whether or not there is space avail- 
able, or space is not available, on ordinary civilian American-flag 
ships. 

General Yount. That is correct. 

Mr. Bonner. Now, what are you doing about that; have you done 
anything ? 

General Yount. In that case—— 

Mr. Bonner. Where you are moving personnel. 

General Yount. You mentioned United Nations personnel, Mr. 
Bonner. We have hauled a few. For instance, in the ferry service, 
operated by MSTS between Sasebo and Pusan the only water service 
available there was that operated by MSTS. If there was require- 
ment for the movement of United N ‘ations represe ntatives across there, 
we would have sponsored it and we would have been reimbursed by the 
United Nations for the service furnished because it was not to the—— 

Mr. Bonner (interposing). Have you hauled passengers under the 
student program ? 

General Yount. Not for some years that I recall. Back some years 
ago, we handled some passengers under the Army Transport Service, 
but I do not know of our sponsorship of any students under MSTS. I 
could verify that. 

Mr. Bonner. How about deportees ? 

General Yount. Those are handled by MSTS, and I do not know 
about that. 

Mr. Bonner. MSTS is what we have been talking about. 

General Yount. But we do not know about their total obligations, 
Mr. Bonner, except where we were sponsors of the movement. In 
other words, if the Army is a sponsor in the movement, then I would 
know about it, but I would not 

Mr. Bonner. I understand. But let me ask you this: Do I under- 
stand that the MSTS moves from the dockside to dockside? 

General Yount. Yes. 

Mr. Bonner. And if they carry whatever is carried, does not the 
different agencies of the Army that you have listed in your testimony 
determine what they will carry? 

General Younr. No. As I told you, we determine those that will 
be taken in ships for which the Army has sponsorship. We also han- 
dle those for which the Air Force takes sponsorship; we assist the 
Navy where they are using an Army terminal and the Navy would 
tell us that they were going to have certain people to go aboard and we 
will arrange to do all of the shoreside handling of those people for 
them, but we have no sponsorship in connection with that movement, 
and if there were representatives of other agencies of: the Govern- 
ment, even including deportees, which Department of Justice was 
turning over to us, we would actually insure that they were physically 
placed aboard. But we would not normally follow the details of that 
movement. 





MILITARY SEA TRANSPORTATION SERVIC! 455 


Mr. Bonner. I am not talking about the details of it; L am talking 
about the actual transportation of them. And from what you said, 
am I to understand—and do you wish to leave the impression with 
us—that the State Department can direct MSTS to carry certain 
personnel ¢ 

General Yount. No, sir. 

Mr. Bonner. Nobody ¢ 

General Yount. Except where there has been some inability to get 
someplace, where an MSTS ship is going, then the State Department 
ean call upon MSTS through JMTC and ask for its assistance, but 
basically, the three Departments are sponsoring—— 

Mr. Bonner (interposing). Have you transported, directed by the 
departments, have you tr insported people by MSTS 

General Yount. No, sir; there is no arrangement— 

Mr. Bonner (interposing). You are the only one that can direct 
MSTS, the only Department ? 

General Yount. No, sir; the Navy and the Air Force can, too. We 
are all— 

Mr. Bonne k (interposing). You all head up in some one place? 

General Yount. It heads up in MSTS, Mr. Bonner. 

Mr. Bonner. I understand. 

General Yount. But immediately under—— 

Mr. Bonner. The directions to MSTS come from three agencies? 

General Yount. That is correct. 

Mr. Bonner. And there is no coordination between them 4 

General Youn’. There is coordination by the Army and the Air 
Force because we serve as the terminal agents for the Air Force, so 
that we consolidate the Army and the Air Force requirements, and we 
present those to MSTS as a single require ment for movement — 
our terminals. The Navy presents entirely on their own, for their 
quirements, some of which—practically all of which—move vou 
their own terminals and not through our terminals. It would be very 
rare that we would handle any Navy business freightwise. We would 
handle Navy passengers upon their request. 

Mr. Bonner. You receive a directive to have available for certain 
years so much shipping space for passengers and cargo. Now, does it 
not necessarily follow that somebody has got to coordinate the Army, 
the Navy, and the Air Force figures into that period, so as to have some 
semblance to show the utilization of the Service ? 

General Yount. It is coordinated, Mr. Bonner. 

Mr. Bonner. Where vou get them from all three places before re 
porting to MSTS? 

General Yount. Actually, there is a coordination which occurs here 
in Washington ; the Army, the Navy, and the Air Force representatives 
sit down with MSTS. The Army presents the total Army-Air Force 
requirements; the Navy presents its requirements, and at that time 
they work out a coordinated plan and consolidate these various re 
quirements; in this case consolidated by adding the Navy and the 
Marine Corps to the Army and Air Force. They arrive at the 
ability to place ships; then there is developed what we ¢all the shipping 
program for the month. That is what I referred to when I said 
there was implementation at the port level, and that could not be 
changed without coming back and getting the approval of the ship 
ping services that were involved in the program. 
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Mr. Bonner. And that is where you are? 

General Yount. Yes. 

Mr. Bonner. In that general coordination department ? 

General Yount. Yes. 

Mr. Bonner. That is what you meant? 

General Yount. Yes. 

Mr. Bonner. Y: ou say that you are greatly interested in the develop- 
ment of the needs, the related needs of the merchant marine. Now, in 
that agency where you are interested, what part of this cargo, if you 
are so g1 eatly interested in American merchant marine, do you try to 
give tothe American merchant marine? 

General Yount. We do not do 

Mr. Bonner (interposing). To relieve the necessity of the MSTS 
having to go out and charter ships and operate them, what part of the 
cargo do you assign ? 

General Yount. We do not assign any cargo, Mr. Bonner. The 
MSTS takes the total requirements and places the—— 

Mr. Bonner (interposing). You are just moving the cargo for 
somebody ? 

General Yount. They (MSTS) move, they provide ships based 
upon the stated requirements. 

Mr. Bonner. That is what I am getting at, the stated requirements. 

General Youn. We do not say that we insist upon a commercial 
ship, or we insist upon a time-charted ship, we simply ask for shipping 
capability. 

Mr. Bonner. But you say your requirements are going to be so 
much / 

General Yount. That is correct. 

Mr. Bonner. Do you try to allocate any of that to private shippers’ 

General Yount. We do not because that is solely MSTS’ respousi- 
bility. They tell us that so much will be going on this ship 

Mr. Bonner. You are going to move so much ? 

General Yount. Yes. 

Mr. Bonner. And they can move it under charter or by their own 
vessels, or by the vessels they have broken out of the laid-up fleet and 
operate themselves ? 

General Yount. That is correct. 

Mr. Bonner. They can move them any way they want to? 

General Yount. That is correct, as long as they meet our require- 
ments for time and place of delivery. The ship selections are solely 
up tothem. 

Mr. Bonner. Then the authority is so great that you can move about 
anything you want to in the way of passengers and thereby perform 
the mission for the Government, deportees or anybody else, carried 
out by MSTS, to transport them and their baggage, and so forth? 

General Yount. Yes, sir; provided there is a legal requirement for 
movement by the Department of the Army, because we have, of course, 
to pay the MSTS for the service that we ask for, and that is based upon 
their tariff charge. 

Mr. Bonner. Irrespective of what the difference in costs may be? 

General Yount. That iscorrect. We donot 











Mr. Bonner. It does not make any difference, I suppose? 
General Yount. I would not say it does not make any difference 
about the costs, Mr. Bonner. 
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Mr. Bonner. You do not pay any attention to that? 

General Yount. Yes; we do pay attention, Mr. Bonner. You 
understand, of course, that we are not competent to discuss their 
management. 

Mr. Bonner. Do they give you back certain space if you do not 
need it? 

General Yount. Yes; they do, provided—— 

Mr. Bonner. How much space have they billed you back this year? 

General Yount. None. 

Mr. Bonner. You mean to say the ship that sailed was with full 
cargo ¢ 

General Youn. No, sir. 

Mr. Bonner. Full ships? 

General Yount. The statement I made, sir, was that we billed when 
we manifest less than 90 percent of our forecast load. Every month 
we give MSTS a forecast of our requirements for shipping, both ” 
terms of cargo and in terms of people, broken down by category, for 
year ahead ; to give you a specific example, this is the month of Se 
On the 15th day of March, we gave them a forecast for the next year, 
including the month of May. On the 15th day of April, we gave them 
a forecast, again including the month of May. Based upon that 
estimate, on the 15th of March and on the 15th of April, they pro- 
cured ships and if we manifest less than 90 percent of that space that 
we forecast as our requirement, we would then pay a penalty based 
upon their actual out-of-pocket costs. 

Our estimates have been such that we have not paid a penalty in 
spite of the fluctuations that have occurred for various reasons; there 
have been no ups and downs higher than our percentage. It has been 
within the 10 percent, plus or minus, throughout the operation, par- 
ticularly in the last year, when a penalty was invoked. 

Mr. Bonner. What we are interested in here now is to see if we 
cannot get a great deal of this Government movement of personnel 
and material, handled by American-flags in private operation, to get 
back to what has been declared recently as national policy of private 
operation, so far as possible. 

Now, then, from what I understand from you, which agency—when 
you say you are interested in getting private operation for a part of 
this agency—which agenc y is interested, your agency or MSTS? 

General Yount. MSTS 

Mr. Bonner. You do not have any discretion at all; you put it on 
the dock and they are told to pick it up and to move it away some- 
where ? 

General Younr. Yes, sir; but the type of ship they use is entirely 
within—I am sure there must be some misunderstanding on that 
because—— 

Mr. Bonner (interposing). You mean they hi: ave the authority to 
direct. the private ships to pick it up, as you state ? 

General Yount. Yes; that is correct. As stated, the space will be 
made available and the amount, and then it is the MSTS’ responsibil- 
itv to provide the ships. We do not determine whether that shall be 
a berth line ship or a privately owned charter ship or a Government 
owned ship. 

Mr. Bonner. You do not make that determination ? 

General Yourr. No, sir. 





458 MILITARY SEA TRANSPORTATION SERVICE 


Mr. Bonner. And you do not care? 

General Yount. We do not care—while I say we do not care, | 
would rather say, we are not authorized to make that determination. 
Actually, a very large percent of the cargo we load is in privately 
operated ships. 

Mr. Bonner. You have been familiar with this for some time; who 
renders the greatest aid, in your opinion, and from your observation, 
the private American merchant marine or the nuc leus fleet of MSTS? 

General Yount. I would rather answer that, Mr. Bonner, on the 
basis of which carries the greater tonnage rather than who renders the 
greatest aid. For instance, in connection with an amphibious as- 
sault, those are normally—— 

Mr. Bonner. That is not my question; that is not what I mean. 

General Younr. There are many; that is the type of operation, how- 
ever, that we feel the MSTS should have control over. We have never 
said that we should operate all of the ships, or anything of the kind. 
In going to Korea, for instance, the great majority of the tonnage de- 
livered there was delivered in American flag privately owned and 
operated ships and not by nucleus ships. I believe the figures that 
Admiral Denebrink gave here on nucleus ships was something in the 
order of 1214 percent. 

Mr. Bonner. If MSTS continues to grow and to drive out private 
operators and we do not have any private American merchant marine, 
what are we going to do when an emergency arises 

General Youn. I cannot conceive that MSTS S would ever, with the 
strength of the fleet they have—— 

Mr. Bonner (interposing). Do you not think that with MSTS tak- 
ing business away from private operators when the private operators 
can do the business just as economically and just as efficiently, if not 
perhaps more economically than MSTS itself is transporting the 
business ? 

General Yount. There is some evidence that unquestionably they 
could. Our position is that they must have some nucleus. I do not 
think that it is the Army’s business or responsibility to make specific 
recommendations to you as to what size the fleet should be. But we 
do feel that the MSTS should maintain a nucleus fleet which would 
handle some of these peculiar loads which are not normally susceptible 
and as far as the total percentage of moving in Government-owned 
ships is concerned, as against that moving in privately owned, or in 
the privately operated ships, as I stated, the Government percentage 
is relatively small and MSTS has been contracting its fleet regularly 
and I am sure they would explain their own policy on the distribution 
of traffic which is Admiral Denebrink’s area and not mine. 

Mr. Bonner. They claim that the freight that is moving through 
the lakes in vessels they own. In figuring, breaking down the division 
of the pay, when you assign a passenger for transportation, who col- 
lects the fare ? 

General Yount. We pav MSTS. 

Mr. Bonner. You pay MSTS? 

General Yount. Yes. 

Mr. Bonner. You do? 

General Yount. Yes, sir: in cases where they are buying bulk space 
on a commercial ship, they "pay the operator and we pay them. For 
instance, passengers traveling on the United States Lines, or on the 
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American Export Line, and we pay them, we pay MSTS, the trans 
action between the operator and the Government on MSTS—— 

Mr. Bonner. I understand. Are the fares any lower than with the 
various private owners 4 

General Younr. They are lower. 

Mr. Bonner. They are lower ¢ 

General Younr. Yes. 

Mr. Bonner. Thank you. 

Mr. Aten. Mr. Shelley. 

Mr. Sueviey. General, would you say, in the position you hold, in 
the Air Force and the Navy, in relation to the movement, you ar 
the shipper ¢ 

General Youn'r. We are the shipper. 

Mr. Sueviey. You are the shipper ? 

General Yount. Yes. 

Mr. Suetiey. And you do the reporting of the rates and MSTS 
takes over as the carrier ¢ 

General Yount. They provide the service, whether they provide— 
whatever means they wish, but they are the carrier and we state the 
requirements and we load it, and we load the people. 

Mr. Suextiry. I would gather from what you say that the determi- 
nation rests always with MSTS as to whether they will use one of 
their ships, a general agency ship, or they will book the freight and 
passengers which you have notified them are ready and available for 
carrying on private vesels ¢ 

General Yount. That is correct. 

Mr. SuHeuiey. Their responsibility and their cost figures, from what 
Admiral Denebrink told us, starts at the gangplank ¢ 

Gseneral Yount. That is correct, or in the hold. 

Mr. Suetrey. Or in the hold. 

General Yount. Yes. 

Mr. Suetiey. At the gangplank or in—the cargo in the hold. 

General Yount. That is right. 

Mr. Suetitey. Who has the responsibility then up to that point? 

General Younr. The Army or the Navy; both of us operate sea 
terminals. 

Mr. SHeiitrey. Who pays for the stevedoring ? 

General Yount. The Army or the Navy, depending upon who is 
the terminal operator. 

Mr. SuHe.iey. Suppose it is the Air Force? 

General Yount. Then the Army pays. We provide terminal fa- 
cilities for both the Army and the Air Force. 

Mr. Sueititey. Who pays the cargo checking service ¢ 

General Yount. The terminal operator, Army or Navy. 

Mr. SuHettey. Who pays for the dockside gear, or maintenance of 
the dockside gear ? 

General Yount. The terminal operator. 

Mr. Suettey. Where are those costs shown in any manner that 
could be prorated to the MSTS ships in a way that would set out the 
scoreboard on transportation material or personnel by Government 
service as compared with the cost of private ship operators ¢ 

May I elucidate a little bit; the private carrier pays the stevedoring 
charges, the docks, the maintenance charge, the cargo checking charge, 
his passenger traffic and booking charge, his vessel operation costs, 
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his crew costs, his provisioning charge, his fuel charge and on the 
Government side, we have the MSTS showing only charges of com- 
mercial operation # 

General Yount. That is correct. And we—— 

Mr. Suetiey. On the MSTS vessel operation, just looking at the 
wages and salaries of the crew in vated operation, we do not get a 
true picture as against the cost of private operation, do we? 

General Yount. No, that’s quite right, Mr. Shelley. One basis for 
comparison, of course, is in the MSTS contract for space with opera- 
tors. Those are special rates which eliminate the very charges that 
concern you, the stevedoring and so forth. 

For instance, the MSTS rate for space between New York and 
Bremerhaven is on the basis of the operator providing all of the serv- 
ices of which you have spoken, and there you have the actual charge, 
which is collected for the latter service in that trade, which would 
be directly comparable. 

Mr. Sueviey. Well, in other words, the space charge charged by 
the MSTS is probably lower than that charged by the private carrier, 
because it does not have the additional figures 

General Yount (interposing). No, sir. The MSTS contracts with 
the carrier on the basis of-—— 

Mr. Sueviey (interposing). The private carrier, you mean? 

General Yount. The private carrier, yes, is for the same carrier 
service which they provide us. In other words, they ask for a liner 
rate between New York and Bremerhaven and the Army supplies the 
terminal services at both ends at no expense to the ship operator so 
that you have one form of comparison. Insofar as the Army costs 
are concerned, the Air Force and the Navy costs, we budget separately 
for those particular costs. We show them as the operation of the 
transportation of the Army—that is, we show the operation of the 
transportation facilities at ports of embarkation and budget them as 
separate accounts. 

Mr. Suetiey. I can appreciate what you have pointed out there 
for the private vessel, for the United States line cargo vessel is en- 
gaged by MSTS to carry a load of cargo from New York to Bremer- 
haven, which is loaded at the Army port of embarkation pier; all of 
the loading costs there are assumed by the Army. 

General Yount. That is correct. 

Mr. Suetrey. All discharge costs in Bremerhaven are assumed by 
the Army, provided it is discha rged at the Army ports of embarka- 
tion. 

General Yount. That is correct. 

Mr. Suetiey. All of your costs for vessel operations for voyage 
hetween New York and Bremerhaven, by MSTS and private ve ssels, 
compared to their charges at that. point—— 

General Yount. That is right. 

Mr. Sueiiey. In other words, the rates are based on the same 
charges? 

General Yount. That is correct. 

Mr. Suetiey. Now the point which I want to make there, General, 
is, as I recall, the method of operation of the Army Transport Service, 
was at your m: un piers? 

General Yount. That is correct. 
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Mr. SuHeviey. And pier personnel? 

General Yount. Yes. 

Mr. Suetiey. And you operate the vessel yourself—now, on your 
auxiliary personnel, where piers, particular piers are maintained, 
cargo delivery gear and the cost for cargo gear is all shown in the 
Army Transportation Corps, or the old Army Transport Service, in 
a special budget, was it not? 

General Yount. Yes. 

Mr. Suexey. Ina single budget, was it not ¢ 

General Yount. It was a single budget; it was not broken down 
by activities. 

Mr. SHeiiey. By accounts but there was one place where you 
could come and get the whole cost of the transportation of the mate- 
rial and related personnel for the Army as carried by the Army Trans- 
port Service. 

General Yount. That is right. 

Mr. Sueciey. Does that exist today ? 

General Yount. Not within a single service budget item, no. The 
MSTS, has the accounts which are handled—— 

Mr. SuHeviey. What does it show? 

General Yount. It shows what the actual expenditures are, related 
to, or providing for carrier service. Now we budget still for the Sea 
Transport, so that our charges can be determined for separate port 
facilities. Then we have another account which is “Sea transport.” 
We do not spend that ourselves. We pay our bills. MSTS has the 
account, so that the Army still has the total expenditure for the carry- 
ing costs by sea of people in the same sort of account, as we had 
before ; we just make payment only to one carrier, MSTS. 

All of the other bills we pay as we have done in the past. 

Mr. SHe..ey. You pay the MSTS for every person they carry for 
the Army, a fixed passenger cost / 

General Yount. That is correct; a definite tariff cost. 

Mr. SHeitiey. You pay to MSTS for every ton of cargo they carry 
at a fixed cargo rate per destination. 

General Yount. That is right. 

Mr. Suetiry. Your records also show then the cost of the terminal 
maintenance / 

General Yount. Yes. 

Mr. Suetiey. Your records also show the cost of booking and com- 
piling the manifests for ships? 

General Yount. That is right; we do the documentation. 

Mr. Suetiry. You do the documentation work ? 

General Yount. Yes. 

Mr. Suetiey. Do you charge MSTS a dockage fee? 

General Yount. No; we do not. 

Mr. Sueiitey. Now if a private carrier goes into a pier or a terminal 
owned by somebody else, a private terminal, they have to pay a dock- 
ing fee? 

General Yount. They do, but we do not have a dockage for com- 
mercial carriers used by MSTS either. We do charge them where we 
furnish the service for them for ship account. 

If they want to work a ship back around the clock, for ship’s ac- 
count, they would pay the extra overtime charges only. There are 
certain services they may ask us to perform in our terminals. Those 
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we would bill the carrier for, but they do not pay the dockage as they 
would at a commercial terminal, and that is a matter that is taken into 
account in quoting the price to MSTS. 

They are getting then that type of terminal service from the Army, 
or from the Navy, as the case may be, depending upon whose terminal 
they may use. 

Mr. Suetiry. Are the Army personnel dependents scheduled by 
you’ Is the cost of booking them maintained or borne by the Army ¢ 

General Yount. Yes, sir. 

Mr. Sueviry. Let us say that you have a sizable group of depend- 
ents going to the Far East. 

General Younr. Yes, sir. 

Mr. Suetitey. What do you do!’ Give me step by step what you do 
in a case like that. 

General Yount. The dependents are listed by name in the order 
that they are reported to us by the theater commander. Actually the 
time of movement overseas is based on the availability of quarters. 
The people going overseas are placed on a priority list of the theater 
to which they are going. For instance, in the past month we have 
received word from a theater commander as to whom he wants moved 
into the theater in the 3 months succeeding. We then have to set up 
the people by name, number, and so forth, and that is a requirement 
that we place upon MSTS. They make the ships available, and make 
the space available, and then we get people into a port and process 
them as to their passports, their health records, and so forth. 

Mr. Suettey. But MSTS makes complete arrangements as to what 
type of ship shall be used, whether it is theirs or a private carrier ¢ 

General Younr. Yes, sir; that is right. 

They give us a sailing date, and we call the people in to match the 
number of people up against the firm sailing notice we get, and then 
we, in turn, notify the personnel a minimum of 30 days in advance of 
their departure time, and then, of course, when they are placed on the 
list they are also notified as to the month in which they will go, and 
they are instructed as to how to get their passports, and what to do 
as to taking shots and so forth, as a prelude for their health record. 

Mr. Sueviry. How have the bulk of these dependents of Army per- 
sonnel been tr: ansported by MSTS vessels, or in what type of vessels ? 

General Younr. The bulk of them have been tr: ansported in Gov- 
ernment-owned vessels ? 

Mr. Suetiry. Are there cases where any of them have been trans- 
ported in other than Government-owned vessels ? 

General Yount. Yes, sir: there have been. 

Asa matter of fact, the lack of commercial shipping on the Atlantic 
has brought about a condition where more than 50 percent of the 
passengers have to go by air because it is the only kind of service that 
is available in which to transport them. MSTS is buying its space 
from American flag carriers, and in addition to that we have a require- 
ment for airlift, and we use that in the critical summer months with 
the very high tourist trade watt and our present figures indicate 
a larger movement by air than by ship. 

Mr. Suettey. A larger movement by air? 

General Yount. Yes, sir. 

Mr. Snettey. If they move by air they cannot take very much bag- 
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General Yount. By freight. 

Mr. Sueuiry. On a freight or passenger ship? 

General Yount. It would go by ship. 

Mr. Sueviry. Generally it would go on what type of vessel ? 

General Yount. It would be either on a freight or passenger ship 
because it would go out on the first ship available, whether it was a 
Government-owned or a commercial ship. That is what we call 
pri-bag. 

Mr. Suetitey. What do you call it? 

General Yount. Pri-bag. That is merely to indicate to the ship- 
ping people that it is to be matched up and get speedy transportation. 

Mr. Suewiery. So that it can get there as soon as possible? 

General Yount. That is correct. 

Mr. Suetiey. Are you prepared to, or are you free to express an 
opinion as to whether or not, General, the dependents which you are 
moving could be just as well moved in private carriage, private Ameri- 
can carriage ¢ 

General Yount. Of course, as of the present moment there is no 
capability of doing that. MSTS is buying all the space that they 
can buy. 

Mr. Suetiry. That is, on the North Atlantic ? 

General Yount. Yes, that is on the North Atlantic where the de- 
mand for ships is so very great. I am quite sure, so far as the ability 
to move dependents is concerned, that there can be no question but 
that they can be physically moved by that route by American-flag ships 
we have available. The situation would not pertain with relation to 
troops. 

Mr. Suetiey. What about the other seasons of the year when the 
American-flag vessels are running at very low passenger capacity? 
Let us take the North Atlantic service. 

General Yount. Again we are getting into the field of ship opera- 
tion which is not my field. However, there is no capability for 
handling troops. 

Mr. SHetiry. | am not talking about troops. 

General Yount. No, sir; but the same ships are required for the 
carriage of troops as are required for the carriage of dependents, so, 
to that extent, we have more or less a fixed capability the year round 
in these various runs, which is tied directly to the provision of troop 
transportation. 

All of the ships which are presently in service in the North Atlantic 
are combination carriers, having both troop accommodations and 
cabin accommodations. 

Mr. Suetiey. As I recall the testimony they have two types of 
transport vessels. They have what they call the dependent type of 
transport, and the austerity type of transport. 

General Yount. Yes, sir; that is correct. 

Mr. SHetiry. The austerity type of transport is primarily a troop 
lift. vessel ? 

General Yount. That is true. 

Mr. Suettey. With canvas bunks in it, and it is strictly for troops? 

General Yount. That is right. 

Mr. Suetitry. As I also recall some of the testimony, it was said 
that there is an effort made to transport the families with personnel. 
Is that generally done; is that the policy of the Army? 
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General Yount. It is the desire of the Army, but it is not generally 
done because of the quarters situation on the far shore. As of the 
moment people going to France move concurrently. People going 
to Germany, not ‘knowi ing the specific installation over there to which 
they will be assigned, normally are not moving concurrently. It is the 
desire of the Army to move all of them concurrently as It simplifies 
the problem and makes it a great deal more pleasant for the people 
involved, but the limitations in the availability of quarters has affected 
it adversely. 

Mr. Suettry. Generally what is the situation in the Far East 
service ¢ 

General Younr. We have the same problem in the Far East. The 
availability of quarters has not caught up with the movement of per 
sonnel and the movement of dependents. There would be about a 6 
to 8 months’ timelag. The principal on getting to a station has to 
wait his turn to get quarters, so that in the Far East the dependent 
service would not be concurrent. 

In the case of Hawaii, of course, it would be concurrent, and in 
Panama there would be concurrent travel. It depends on the quarters 
situation on the far shore. 

Mr. Suetiry. I ask this specifically because of the situation in 
which those areas around the San Francisco Bay area are concerned 
now in the transport of troops to Puget Sound. 

It comes to my mind that Admiral Denebrink has told us they need 
the dependent type of transports because MSTS is required to carry 
dependents at the request of the other services, so that the families 
and the service per rsonnel can go together. 

General Younr. That we would like ver y much. 

Mr. Sueuiry. And yet, in the explanation of the shift to Camp 
Lewis, I notice that the Army says that troop personnel will go from 
Camp Lewis, and that dependents of Army, Navy, and Air Force 
personnel will have to be shipped from the port of San Francisco. 

General Yount. Yes; as well as through Seattle port of embarka- 
tion. 

Mr. Sueiiey. So, I was just wondering how MSTS could earry 
out. what they say they have been doing in carrying the personnel and 
their families on the same vessel ? 

General Yount. Yes; MSTS does carry them where we can supply 
our people with quarters. We would like, as a matter of policy, to 
move everybody that way. However, we have not been able to. We 
move them where we can. 

Alaska is a typical case where people are moved concurrently, and, 
of course, they are returned concurrently. In these cases I am only 
speaking about the outbound movement. On the return movement, 
they are coming back as families. 

Mr. Suevivy. Maybe I should amend that by saying that what we 
have been told was the policy is a desire and a hope not yet completely 
iccomplished. 

General Younr. That is not yet completely accomplished specifi- 
cally in Japan and Germany and some of the other areas of the world. 
At the same time there are many of them where we do it, and we do 
it wherever we can, wherever it is possible to do it. 
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Mr. SHettey. What system is followed between the Army and 
MSTS in assigning responsibility for paying the cost of damaged 
cargo, cargo which is damaged en route ¢ 

General Yount. Claims in that area are handled by MSTS under 
their shipping contract. Where damage would be incurred en route 
it would be between the person having the shipping contract and the 
operator. 

Mr. SHetiey. Let us say it is on a USNS vessel, a vessel, title to 
which rests in the Government, or a vessel which is run by MST'S with 
civil-service employees, and they have complete direction and control 
over the vessel and that vessel is carrying Army cargo, some of which 
is damaged en route; what would be the situation, General ¢ 

General Younr. There would be no claim. 

Mr. Sueviey. There would be no claim / 

General Yount. No, sir. We do not charge back and forth for 
claims of one against the other, and if we damage one of their ships 
in connection with our operations, the same thing would apply, so it 
works both ways. 

Mr. Suetiey. How about cargo that would be damaged in loading 
before it is in the hold? As I understand it, their responsibility 
takes over when it is safely stowed in the hold? 

General Yount. Yes, sir; that is right. 

At the present time in those adjustments, if MSTS has been han- 
dling it with the operators, they handle it. 

If it is a clear-cut stevedoring proposition, we never refer it to 
MSTS. If it is a question of where the shipping contractor may be 
involved, MSTS has been handling it. 

If it finally comes to an indication of positive stevedoring damage, 
then the Army would make that settlement for itself with the steve- 
doring contractor. 

Mr. SHetiry. So, then, any damage which would occur on an 
MSTS vessel on a voyage to Army cargo, and any damage occuring 
to Army cargo handled by personnel u under your supervision in the 
process ‘of lo: iding would be written off 4 

General Yount. No, sir; not quite. The loading is done by a com- 
mercial contractor in our ports. We do not perform our own steve- 
doring service, so that the problem there that you have touched upon 
is to determine whether it was the stevedoring contractor who did the 
damage, in which case our recourse would be to that contractor. 

On the other hand, if it were a Navy ship involved there would be 
no recourse for damage between the services. 

Mr. Suewiiey. Let us assume that the cargo has been taken from an 
Army terminal and MSTS has been notified that it is to be given a lift, 
and that it is wanted in a certain place at such and such a time. They 
have no MSTS controlled vessel available in which to carry it, and 
they make arrangements with a private carrier who puts his vessel in 
alongside. The cargo is put in its hold and the hatches are secured. 
At the port of destination at the time its hatch is opened and prepared 
for unloading it is found that there is damage to that cargo. Now, 
since a private carrier has carried it, is there a claim against him for 
that damage ? 

General Yount. Yes, there is. 

Under his ship contract with the Navy there is a claim that would 
upply to the berth operation or liner type of operation where it would 
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be a regular ship contract, and not on a privately owned ship charter. 

Mr. Suetiey. I did not say charter. 

General Yount. On the berth case you are quite correct. 

Mr. SHetiey. Then, in that case the Government recovers for the 
damage ? 

General Youn’. Yes, sir, that is correct. 

Mr. Sueiiey. That is all. 

Mr. Aten. General, on page 5 of your statement I was rather 
pleased to see a reference being made to the least overall cost to the 
Government, but it leads to the inquiry as to just what you consider to 
be the least overall cost to the Government. Do you refer to the funds 
spent and the appropriated dollars, or do you consider such other mat- 
ters as the loss of tax revenues from private operators and the charg- 
ing up of retirement and other matters of that kind and other funds 
which are charged to the private operator and included in his charges? 
Just what do you mean by the “least overall cost to the Government” ? 

General Younr. In the case of ships’ services, Mr. Chairman, speak- 
ing for the Army, we make our determination on the actual out-of- 
pocket cost to us. 

I have listed there the land transportation costs in the United States. 
That is a specific cost, and therefore the use of appropriated money on 
that is, in effect, a complete evaluation of that cost. 

With regard to the port handling costs at United States outloading 
port, we utilize there the out-of-pocket costs to us, 

Part of our business does move through commercial ports or out- 
ports of one type or another or through our own facilities. All of our 
costs are not charged against our outloading ports at ports of embar- 
kation because there are certain costs and expenses in maintaining a 
training base, and so forth, which we cannot charge against that, but 
insofar as we can we try to carry out a comprehensive approach to the 
problem. 

The general run of cargo is based on the MSTS berth-line or space- 
charter rate, not the MSTS price to us, except for large movements 
such as lumber, coal, oil, or something of that sort when they would 
give us a specific quotation for that movement, based upon what the 
operators quoted to them. 

Mr. Auten. Take a fairly specific case, for example, which is not an 
Army case, incidentally, but if you could arrange for towing services 
which would cost $65,000 from the budgeted funds, using a Govern- 
ment-owned and manned tug, as against a privately owned tug where 
the same services would be performed for $100,000, but by a man who 
would pay all of the retirement costs involved, the social security, 
workmen’s compensation and so forth, and who would pay all of the 
taxes on the tug he was operating and pay for its depreciation, and 
who would pay income tax upon his earnings, and so forth, which, in 
all probability, would amount to about 35 percent of his total revenues, 
which would you use ? 

General Yount. As far as the facts are concerned, the answer 
would be we would use the commercial service because we have not 
the capability of doing that. We are restricted on this, so we would 
have to contract out for the performing of such service. That would 
be commercial service, but in the main we are also holding our opera- 
tion down to a minimum to maintain a going nucleus in our facilities 
and of the type of nucleus which we feel it is essential to maintain 
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for emergency purposes, and we would utilize commercial facilities 
wholly. 

Mr. Auten. Well, the same problem has been presented with re- 
gard to the use of terminal facilities. In the San Francisco Bay area 
ut the outbreak of World War II there was a very small terminal 
development as the open port of embarkation. The reserve that was 
available there quite naturally was the private terminals, and they 
were used. 

In the course of the war the port of embarkation at Oakland grew 
to be a considerable port and a very fine development, but at the 
end of the war, as I understand the polic; y, the Army determined to 
use its facility to the full extent of its availability, and to leave the 
overflow, if any, to the private Eola That would seem to me 
to be somewhat parallel. af the private terminals could not exist on 
what was coming in over their docks, I assume they would go out. of 
business, and the resources would be gone. 

[ am curious as to whether in the computation of your charges at 
a small charge for the use of your own terminal, a smaller charg¢ 
from your appropriated funds, having in mind that there is no de 
preciation, no capital costs involved, and a variety of other costs 
whether the use of your terminal at a lesser cost out of your appro- 
priated funds would cause you to use that rather than the private 
terminal in the rates of whicl all of these costs, inc luding the taxes 
returned to the Government are included ¢ 

General Yount. I would say that my answer to that would be 
general answer. 

It is not in relation to the appropriated dollar that we make a 
determination as to what facilities we will retain. They are re 
tained on the basis of what we consider to be the minimum nucleus 
for rapid expansion. 

We have cut down on our facilities in Oakland, and we have cut 
down on our facilities in New York very materially 

We try to maintain what is, in our best judgment, a proper rela 
tionship between an immediate emergency need and the existing 
need, so that the rules of 1939, in which Fort Mason was the only 
facility the Army had, would no longer pertain to sending our people 
overseas. At the same time, in 1939 we were relatively minor in 
number. ‘The total strength of the Army was about one-tenth of 
what it is today, but the percentage rel: lationship will change based 
upon the demands for troops and our numbers overseas, which is 
based upon maintaining a reserve for training people in emergency 
transport. There is no thought that in New York, San Francisco, 
or any other ports in which we operate we could adequately meet the 
emergency requirement in toto, but that we could only meet the initial 
impact until we got the commercial facilities there added. 

Mr. Auten. Turning to another subject that you made reference 
to, General, on page 3 you referred to labor-management disturbances, 
and particularly on page 3, near the bottom of the page, you refer 
to the fact that only once has a certain type of incident occurred, 
and that incident arose out of a labor-management dispute. 

We have had some testimony here stating that there has never been 
an occasion when military cargoes stopped moving because of a labor- 
management dispute. Cn you enlarge upon this reference and give 
us the facts about it ? 
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General Yount. That is not correct, Mr. Chairman. There have 
been cases in which we have had some dislocation of our plans. In 
most every instance we have been able to adjust those after a few days 
and get out the business, and get it moving again. In this particular 
case, which was in 1951, I believe, I was not personally involved in it. 
There was a strike for a short period and shine were not available, 
and it became necessary to call on the National Shipping Authority 
to break out their ships. There was some reluctance on the part of 
MSTS to do that, but the services insisted and, of course, that was the 
middle of the Korean war when they had to have capability. In the 
main we have been able to get the people of labor and management 
to cooperate and to continue to carry all of the service goods required, 
but there have been some interruptions to that, but none of them have 
been critical, nor have they hurt our posture, but it has been as a result 
of considerable effort on our part and cooperation on their part, both 
in the case of labor and management that we have kept the business 
going. 

Mr. ALLEN. Do you recall whether the strike was on the part of a 
union seagoing organization or otherwise ? 

General Yount. I know that is one specific instance. I can find out 
for you, if you wish, but I do not have personal knowledge of that 
one because I was not here at the time. 

Mr. Auten. I would like very much to have in the record, first, a 
complete account of labor-management disturbances which disrupted 
service, and the various organizations which were involved, both on 
the management and the labor side, if you could furnish ‘that for 
Us. 

General Yount. This is 1951 and 1954. We can give you the speci- 
fics on that. 

The other little dislocations have not been of a major nature, and 
we have kept our business moving. 

Mr. Auten. My own observation has been, in the course of these 
hearings, that the justification for a nucleus fleet has been based, to 
some extent, on the anticipation of labor-management disturbances, 
and my further observation of what they know of the history of the 
matter is that the feeling that that is justified is far greater than the 
disturbances thus far, and I would like to have very specific justifica- 
tion for a nucleus fleet on that basis if there is such a justification, 
and that I doubt. 

General Younr. I can give you the 1951 and 1954 incidents which 
were involved. 

Mr. AEN. I will appreciate that. 

General Yount. All right, sir. 

(The matter referred to will be found on p. 452.) 

Mr. Aten. I am curious about your experience during World War 
II, which I think is rather extensive, with regard to the ability of 
the privately operated merchant marine to handle military cargoes of 
every type. Is there any type of cargo or personnel which was 
handled during World War II which was not handled satisfactorily 
by ships which were privately operated and manned ? 

General Yount. I can think of no specific type of cargo. There are 
certain specific areas in which generally the service was restricted to 
Navy-manned craft or Army transports. So, the division there was 
more one of area of operation than it was of commodity. 





MILITARY SEA TRANSPORTATION SERVICE 469 


Mr. Auten. And that was a military consideration as to the use of 
the ships ¢ 

General Yount. And a greater degree of control over the course of 
the movements of the ships. 

Mr. ALLEN. Do you recall any instance of any difficulty with a crew 
of merchant seamen / 

General Yount. I had none personally. There are some of record, 
but I have no personal knowledge of them. 

Mr. Auxen. I notice in a chart which Admiral Denebrink furnished 
with regard to the nucleus fleet that he proposes under the present 
plan to have 210 vessels, of which 14 will be manned by military 
personnel and the balance by civil service personnel. Is there any 
service that you know of that a vessel manned by civil service per- 
sonnel could perform that a vessel manned by merchant seamen could 
not perform ¢ 

General Yount. I would say yes, sir. We have far better day-by- 
day control over our long-time employees. We have some very fine 
employees with long service. We had better control over those ships 
that we would have over anybody else’s ships. 

Mr. Auten. Is that a matter of the type of employees manning the 
ships, or is that a matter of having developed and built up within your 
own organization good management of ships, but not the ability to get 
along with the private operators ? 

General Yount. No, sir; I think that the Army’s record in getting 
along with the private operators is pretty good, Mr. Chairman, but 
I do think in any such operation the fact that we have a number of 
people on this a long time does mean better controls. Whether it is the 
Army, the Navy, or anyone else, your own organization which is 
closely knit together for a long period of time is going to be a better 
organization than that of any contractor, no matter low good his 
intentions or his desires might be. 

Mr. Auten. I have understood from some of the testimony which 
has preceded yours that the system in Great Britain contemplates 
and actually does use the merchant fleet for all tr: ansportation of 
passengers and supplies and, further, I have heard that they had a 
similar area of going through what we seem to be going through now, 
building up two par: alleling services available to the Government, 
both paid for in whole or in part by the taxpayers. I am trying to 
find out what there is about the American system that it has to be 
different from the British system or vice versa, or what the relative 
merits are of the two systems. 

Why is it that the British seem to go one way and find that more 
satisfactory, using private organizations and operations, and we seem 
to be going the other way ? 

General Yount. They have, of course, a very close tie-in between 
the Government and the ships that they are using. I am not sure 
they would all qualify as private ships, those that “they are using in 
their normal system, Mr. Chairman. 

Mr. Atten. They do, however, work toward the management and 
routing of all of that service through privately operated organiza- 
tions? 

General Yount. In England proper, I would rather not answer 
that, because in England proper I think they do. I do not think they 
maintain any of their own facilities shoreside. On the far shore they 
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very definitely have their operation. I would say with our experience, 
with background and continued experience that we will meet that 
situation any time when it comes about—— 

Mr. Aten. Does that go to the operation of a privately operated 
merchant marine? 

General Yount. No; I can only speak of it from the standpoint of 
the Army, but from an actual ship-operations standpoint, I cannot 
comment on it. 

Mr. Auuen. I think you also mention the use of a nucleus fleet for 
carrying ee to where there are no regular services. Would 
it not be possible, by proper arrangement with private operators, to 
get merchant ships any place in the world where you want the service ? 

General Younr. On a charter basis I think it could be done by 
chartering privately owned ships. 

Mr. Auten. That would get back to the question of whether or not 
they ought to have a tramp fleet around which was available for im- 
mediate operation. Do you have an opinion on that? 

General Younr. No, sir. 

Mr. Auten. I think you refer at one point in your statement to a 
combination of carriers, land and ocean, on page 5 of your statement. 

General Yount. Yes, sir. 

Mr. Atiten. Do you have services other than the service which is 
rendered by putting your cargo alongside a ship, which is then taken 
over by MSTS? 

General Younr. No, sir. The combination of land and ocean freight 
related to the cost by us, we will say, from the United States areas to 
points in the North Atlantic and the rail or trucking cost to a gulf 
port as against a North Atlantic port. It is that combination we 
speak of. 

Mr. Atten. Do you not have some service that is based on a single 
contract from an interior point in the United States to some point 
abroad ¢ 

General Yount. The only case where we have a single bill-of-lading 
service is to interior points in Alaska. We do have some service avail- 
able in the way of handling freight on a through bill-of-lading basis 
from an interior point in the United States to an interior point in 
Alaska. 

That is, Mr. Chairman, a direct bill-of-lading transaction by the 
Army, and is in no way involved with MSTS. We have a special 
arrangement of our own to handle that directly. 

Mr. ALLEN. It seems to me that I remember one other, a barge-line 
service from somewhere on the Mississippi River. 

General Yount. There has been talk about developing a service 
from the midcontinent area of the United States along the Mississippi 
River to Alaska, but I do not believe their tariffs are actually on file 
vet. They tell me that one trip has been made on an experimental 
basis, but that there are no tariffs on file yet Whenever that service 
is available economically, we certainly want to use it. 

Mr. Auien. If you use a single bill of lading from an interior point 
in the United States to a point in Alaska, does the rate and the condi- 
tions with regard to the movement at sea actually control the condi- 
tions W hic ‘-h MSTS requires of the ocean carrier ¢ 

General Yount. No, generally speaking this bill of lading shipping 
contract is more stringent on the carrier than it would be in connec- 





; 





I=” 


nh 


e 


1 
e 


e 
i 
le 
il 


1c 


Dalit 


MILITARY SEA TRANSPORTATION SERVICE 471 


tion with MSTS contracts, I would say. However, in the negotiation 
for rates there has always been a question of arriving at the specific 
shipping contract, and how far the Government was going to go as 
an insurer. 

On this through bill of lading it is strictly a commercial bill of 
lading, and so I think, in general, the terms of the carrier’s responsi- 
bility would be a little bit more restrictive than in the case of a nego- 
tiated contract. 

Mr. Auten. More restrictive on whom? 

General Yount. On the carrier, and it would be more advantageous 
insofar as claims from the Government standpoint are concerned 
because frequently the question of self-insuring comes into a nego- 
tiated contract for transportation, which results in a lower rate for 
the Government. 

Mr. Auten. As far as Alaska would be concerned, or transportation 

» Alaska would be concerned, which I had not intended to go into, it 
seems to be parallel to the criticism we have been implying generally 
against MSTS, that here we have one private operator’s service that 
is tending to disappear for want of sufficient support. On the other 
hand the Government is making arrangements which would make it 
a little less able to survive in the Alaska trade. 

General Yount. I would think not. The old line carriers are also 
offering very complete service now. The question there is one of econ- 
omy and also military requirement. There are other problems also 
involved such as the handling of perishable goods, particularly in cold 
weather, when there is a freezing problem rather than one of refrig 
eration. 

Mr. Atten. Would those old line carriers have a security of traffic 
position which would enable them to make further investment or get 
their investment out, or are we going to have them on our hands pretty 
soon asking for more help ? 

General Yount. I do not know. They have filed tariffs, and now 
provide through bills of lading service on some of the old line carriers. 

Mr. Auzean. I have one other line of questions, General, if you can 
help me out on this. We have heard some criticism of the differences 
between the requirements of the military, MSTS, and others in regard 
to the loading of ships with relation to space and the commercial 
practices. 

Are there differences in handling the cargo you supply and their 
cargo and in making estimates of cargo which goes into the ship, as to 
pousible measurements of vehicles which are to be tr ansported, and 
so forth? 

General Yount. I think that MSTS can answer that better than I 
can, because they are their contracts and not ours, as far as ship space 
of the carrier is concerned. 

Mr. Atten. Who determines the part of the ship into which your 
cargo would go? 

General Yount. The carriers actually tenders the space. We notify 
MSTS as to any special characteristics of the cargo involved. For 
instance, if there were some large trailers requiring high clearance 
under the hatch, or any special characteristics as to weight and dimen- 
sions, we would notify MSTS about that, and, in turn, they would 
notify the operators. Once the contract was made we would deal 
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directly with the operator in the placement of the cargo aboard his 
ship. 

Mr. Atzen. Would you give the operator a sufficient statement of 
the space required and the weights that were going to be involved so 
that he could load the ship properly and fill it “with other c ‘argo? 

General Yount. There is no reason why he could not have all of 
the information he needs in that respect. 

Mr. Auten. And as to whether he is going to have a heavy cargo, 
or one which is large by volume, or anything of that sort? 

General Yount. Yes; all of that information is available to him. 

Mr. AuieN. Is it available to him soon enough so that he can pack 
the rest of his ship? 

General Yount. It certainly is available to him in plenty of time 
to load his ship. I could not visualize a condition in which he did not 
have all of the necessary particulars at least 7 days before the goods 
were to be actually loaded. We have tried to give them longer notice 
than that. 

Mr. Auten. And in the notice you give adequate time to solicit 
cargo and to make sure it will go on his ship ¢ 

General Yount. As a matter of fact one of the problems there is the 
question of solicitation, which is a question on the part of the opera- 
tors. We have no priority of space. They are commercial ships, and 
we are only another shipper to them. 

Mr. Auten. Do you not get a reservation of space that the operator 
must give you ¢ 

General Yount. But that is not firmed up until 7 to 10 days before 
the date of sailing. 

Mr. Auxen. I am trying to find out which way that operates, 
whether you have a certain amount of space you can release, or does 
the operator have an option right up to 7 days before the date of sail- 
ing to say, “I do not want your ¢ argo”? 

General Younr. MSTS handles all of those arrangements for the 
demands they mabe of the operator, and I think it would be better that 
they give,you their so-called entitlement system than I try to furnish 
it. 

Mr. Atien. The point I am getting at is, if you are conducting your 
operation so that the operator finds himself with a ship ready to sail, 
a ship that he cannot fill, then his profit is less and the recapture of 
the subsidy that we pay him falls off a bit, so once more we are pay- 
ing, through another account, for service which might not be used, but 
which through better coordination might be used. I do not know 
whether that condition exists or not. 

General Yount. No; not by virtue of cancellation of space or any 
unanticipated cancellation, I would not think so. MSTS can handle 
that better than we can because they handle that, and I think it would 
better come from them, sir. 

Mr. AtLeNn. Mr. Drewry. 

Mr. Drewry. General, does the Army control the point of shipment 
and the point of destination of cargoes carried by MSTS? 

General Yount. Yes, sir; definitely. 

Mr. Drewry. Not only the points, but the ports at which the vessels 


“ 
reneral Yount. That is correct: yes, sir. 
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Mr. Drewry. Then, there are Navy services involved, too. What 
would be the case where, in order to have a full shipload, they might 
carry not only Army and Air Force, but also Navy cargoes. Who 
would have the decision as to ultimate destination ¢ 

General Youn'r. Those that might have military freight to dis- 
charge or that might have military freight to be picked up. 

Mr. Drewry. Let us think of a case where the Army cargoes, the 
Navy cargoes, and the Air Force cargoes are going to the same gen- 
eral area in northern Europe, for instance, where there would be three 
different ports involved. You would direct the port of destination as 
far as the Army and the Air Force cargoes are concerned, and the 
Navy would know where it wanted its cargo to go. Now, would 
MSTS coordinate with the three shipper services to do that ? 

General Yount. Yes, sir, they would. 

Mr. Drewry. You would direct on your portion, and they would 
see, in effect, that the Navy shipment, that the shipment going for the 
Navy went to such and such a point, and they would make suggestions 
as to scheduling the ship accordingly ¢ 

General Youn. They would consolidate it themselves and apply it 
to our meeting our requirements. 

Mr. Drewry. The same thing would be true on the return movement 
as to personnel and cargo ¢ 

General Yount. Yes, sir. 

Mr. Drewry. That the shipper service would direct the ports at. 
which stops would be made ¢ 

General Yount. That is correct. 

Mr. Drewry. And MSTS itself would have no control over the port 
in the United States to which the cargo or the passengers came ? 

General Yount. No. That does not mean that they are not going 
to change if they have reason for making a recommendation to us. 
As between the Army, the Navy, and MSTS the shipping service is 
the same as that of any other shipper. 

Mr. Drewry. But there is close coordination between the various 
services ? 

General Younvr. Yes, there is, because the requirements for the 
amount of total space for freight are made in a joint meeting in which 
the shippers put up their requirements, and the carrier sits there, and 
they try to work out their capability to meet the shipper’s require- 
ments, and they have been extremely successful in that. 

Mr. Drewry. Now, along the lines of the question that Mr. Allen 
was discussing a moment ago, about the use of privately owned ships 
going to out-of-the-way places, for instance, you are familiar with the 
basis on which the subsidized berth lines are established, their number 
of sailings, the types of ships, and so forth. They are based on trade- 
route studies. 

In view of your statement that there has been no case where MSTS 
has compelled you to pay for unused space, that would suggest it has 
worked out pretty well in the scheduling of quantities of cargo to the 
Vv arious overseas points. 

Would it not be possible for a coordinated effort to be made be- 
tween Commerce and the Department of Defense to consider those 
projected military movements in connection with the trade-route 
studies to determine what the total volume will be over a given trade 
route, so that maybe this duplication which has been suggested could be 
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avoided by having a survey made and have an idea in advance that 

a certain trade route will carry not only a certain amount of estimated 

commercial cargo, but a certain amount of estimated military cargo, . 
and, therefore, through that coordination it will allow the private 

operator to determine with some certainty what will move and enter 

into a program to implement his fleet to better serve that combined 

type of movement ’ 

General Yount. The information on our forecast is available to 
the Department of Commerce. I would say, since our workload is 
so closely tied to national policies and the changing world situation, 
that it would be rather questionable to give the same importance or 
emphasis to the value of our forecast on a long-range basis compared 
to those of Commerce for commercial purposes because ours are not 
as long, are not as firm in the determination of trade routes, but as 
far as current information is concerned we do furnish it. 

Mr. Drewry. You do furnish it? 

General Yount. Yes. 

Mr. Drewry. Would it not also be true that uncertainties would be 
involved as far as forecasts of commercial movements are concerned 
for the same reasons, that there are uncertainties involved in military 
forecasts ¢ 

General Yount. Yes, I think you are right. 

When I stated we paid no penalties for failure to use cargo reserva- 
tion, I am talking of a period of not more than 75 days from the 
event, because the further out our forecasts are I think we are 
penalized. 

I think in terms of studies that back up subsidy routes you are think- 
ing in terms of 5 or 10 years. That is where I would raise the ques- 
tion about military forecasts at that range. 

Mr. Drewry. Certainly, as far as the unusually heavy and sudden 
movements like the Korean incident are concerned I agree with you, 
but I have not heard of any forecasts that we are liable to be reduc- 
ing a good deal of our heavy overseas commitments, say, before the 
next couple of years in Western Europe. 

General Youn’. I think our estimates are reasonably good. Just 
as good as any commercial estimates, if you are talking about a 2-yea 
range, but subject to violent fluctuation such as occurred in 1950. 

Mr. Drewry. You make a yearly forecast, do you not? You try to 
make your first forecast about a year in advance? 

General Younr. We refine it as we get closer to the year, and when 
we finally get up to the 45-day or the 15-day period we eben a tremen- 
dously high degree of accuracy. 

Mr. Drewry. I believe Admiral Denebrink’s charts on that point. 
although they show a considerable range from the time the initial 
forecast was made, that by the time the actual shipment came most 
of them they had given them arrived at the original forecasts. 

General Younr. That is correct. 

Mr. Drewry. Who acts as sponsor for relief cargoes, or are there 
any at the present time? : 

General Yount. We are handling very little of it, and have not 
handled it in quite some period of time. 

During the days of Government relief in occupied areas the mili- 
tary was the dominant factor in that. Nowadays a lot of that is in 
FOA, and some of the United Nations’ agencies did some of that work. 
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Mr. Drewry. Is not MDAP sponsored under the Army ¢ 

General Yount. MDAP is sponsored by the Department of the 
Army, which is made up of the Army, the Navy, and the Air Force. 

Mr. Drewry. Where MDAP goods are involved I understand that 
the order of priority on the use of vessels is the same as it is on mili- 
tary movements, except that the nucleus fleet comes last: I understand 
from the previous testimony that berth operators come first, then 
time charters, then general agency vessels, and then the nucleus fleet. 

General Yount. I would lke to verify that with Colonel Lally, if 
I may. I would like to check with MSTS as to whether or not they 
make any differentiation in that. I do not know of any rule, but I 
would like to verify that, and I shall be glad to furnish it to you. 

Mr. Drewry. I would appreciate it if you would, sir. 

General Yount. Yes, sir. 

Mr. Drewry. Now, on the subject of the roll-on and the roll-off 
type of vessels, did I understand you to say that you had been working 
with MSTS in the development of that type of ship? 

General Yount. They have consulted with us and we are the ones 
who have been stressing an improvement and that type of develop- 
ment for service in the Army. 

Mr. Drewry. As I understand it, your thought is that the ships of 
that type are desirable in commercial operations as essential military 
auxiliaries. Are there any commercial operators who have expressed 
an interest in such ships to the point of making an application for 
assistance in the construction of them, or otherwise acquiring them ? 

General Yount. There have been several such applications made, 
starting back, I believe, with the Alexander ships, to my knowledge, 
on the west coast. In the present hearing, in the Interstate Commerce 
Commission, in regard to the development of these McClean ships for 
the east coast service, whether they have made any application to the 
Maritime Administration for financing, I do not know; I only know 
of the Interstate Commerce Commission’s side. 

It was a question of whether they will be granted operation or not 
in the puaaolidetin of their truck operations, in their franchise with 
the Loveland franchise for ship operation in intracoastal service. 

Mr. Drewry. Have they worked with the Army in the development 
of plans along that line? 

Guard Yount. No; they are fully conversant with our many, and 
oft-expressed opinion as to the importance of that type of develop- 
ment; they have kept us informed, but they have employed some very 
able civilian consultants in the development of the program and in 
the design of their ships. 

Mr. Drewry. I am thinking that generally the approach on the de- 
velopment of commercial vessels for potential eilieny auxiliary is 
that the usual order of procedure is to develop a commercial vessel and 
then consult the military, either concurrently or subsequently, to de- 
termine whether that design is one that would be usable for military 


purposes. 

Has there been any activity on the part of the Department of Com- 
merce to work with the MSTS, if you know, to develop these prototype 
designs? I think there have been several of such vessels mentioned 
in hearings sometime during the last year. 

General Yount. Not with the Department of the Army. There 
might have been with MSTS; I could not answer that question. 
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Mr. Drewry. General, in the development of the tariffs the shipper 
service is required to pay, were those developed in consultation or in 
close consultation with the shipper service ? 

General Yount. I would say “Yes,” they were developed on a ton- 
nage and mileage basis, with consideration—they are MSTS rates, but 
we were informed of their development, but that pattern had been used 
and we certainly have no feeling that we were not consulted or, in any 
way, not considered in the development of those rates. 

Mr. Drewry. You have to pay the rates? 

General Yount. We have to pay the rates in any case, and if we 
thought they were injurious to our service we would certainly squawk 
before using them. Once a month, Admiral Denebrink, General Doyle, 
Admiral Roy: ar, and I get together and discuss the affairs of state, so 
far as ocean transportation is concerned, and if we have any com- 
plaint to make at that time, that is our opportunity to thrash it out 
where all the shippers and the operators are sitting around the same 
board. It has been a very satisfactory affair, because we do consider 
the items that concern both the shipper and the carrier. 

Mr. Drewry. How were charges made by the Army Transportation 
Corps when it was operating its own transportation service ? 

General Yount. There were no charges as such. We budgeted di- 
rectly for them, under the heading “Transportation service—Army” 
and provided the service to our customers, in that case, the technical 
services, and the movement of troops under G-1 and G-3; we provide 
the service without any charge back to the people originating the 
cargo or the people. 

Mr. Drewry. And at that time, did you handle any Navy cargo at 
all? 

General Younr. Very little. There would be very little occasion, 
and in ease we did handle any Navy cargo, we charged them for the 
stevedoring service and we did not charge them for freight, if I 
recollect correctly. That is, we did not charge them for freight where 
it was moving on Government-owned vessels. Where it was loaded 
on commercial vessels, they paid the freight directly. 

Mr. Drewry. What was the composition of the Army nucleus fleet 
about the time of the Neutrality Act? I know you do not have that 
before you. 

General Younr. No, I do not, at the time of the Neutrality Act. In 
1939, there were 4 transports, troop transports, and 2 cargo ships, 
which constituted the Army Transport Service. At that time, we had 
only a very small garrison in the Philippine Islands and we had 
about 15,000, as I recollect in Hawaii, and a small garrison in Panama; 

i little bit in Puerto Rico, and our total commitments overseas for 
cml were so restricted that that fleet of 6 vessels represented 
some relationship between our requirements and our capabilities. 

Mr. Drewry. The cargoes were usually handled commercially at 
that time? 

General Yount. In the main, those ships handled, I would say, 
essentially the same business that they do today. Some of the pur- 
chasing was different, Mr. Drewry; many items were purchased 
locally and that came into the picture, too. But as to the Army- 
controlled freight, a very considerable proportion of it—the pro- 
portion, I would say, was essentially about the same as it is today, 
and, if anything, higher 
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Mr. Drewry. I have one more question. We occasionally have 
heard about these very extensive movements of private automobiles 
for the service. Can you tell us how that movement is handled, 
privately owned vehicles of the military personnel ? 

General Yount. Yes; they are authorized in the joint travel regu 
lations and they are transported on Government-owned or controlled 
ships. 

Mr. Drewry. Is there any regular movement of them, or is it 
isolated movement ? 

General Yount. No, sir; it is regular movement, with a great many 
people going overseas now. 

Mr. Drewry. About how many per month would you say during 
the course of the past year ? 

General Yount. I could not give you the figure. I could get that 
for the record if you wish. 

Mr. Drewry. | think it would be interesting to have that in the 
record. 

(The information requested will be found on p. 452.) 

Mr. Drewry. Do you have the figures showing the number that 
come back ? 

General Yount. Yes, we have both of them. 

Mr. Drewry. Would it be possible to segregate them into a break- 
down between the American and foreign-made vehicles that were 
returned ? 

General Yount. No, I do not believe we could. We do report them 
as movements, but it could be dug up, but it would take a great deal 
of effort, because you would have to go back and review every manifest 
which I am not sure, even there, that it would show the make. I 
presume that it would—yes. 

Mr. Drewry. Are those shipped in partial shiploads generally, 
or are they in particular ships? 

General Yount. The passenger ships carry them; the additional 
cargo space in passenger ships is used and other space in the owned 
or controlled ships is used. 

Mr. Drewry. Are there any cargo ships that are especially fitted 
for this purpose, to carry privately owned vehicles? 

General Yount. I canont answer that question. I would ask that 
you ask that question of MSTS. I do not know, personally. 

Mr. Drewry. Would the movement of automobiles be another one 
of these pri-bag things? 

General Yount. No, indeed. It is literally on a space-available 
basis. There is a normal delay in the movement. It may vary any 
place from a week to a month; for some destinations it would be 
several months before you would have space to move them. 

They have a procedure behind Government cargo where there is a 
question of space. 

Mr. Drewry. Do I understand, from what you said, they were 
shipped only on Government-owned ships? 

General Younr. Yes; that is right. 

Mr. Drewry. That is, Government-owned ships, not chartered 
ships. Why is that limitation ? 

General Yount. There is no specific appropriation for their move- 
ment. It is authorized, but it is not covered by specific appropriation, 
for out-of-pocket expenses. 
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Mr. Drewry. Has there ever been a refusal to grant a specific 
appropriation for that purpose ? 

Gann ‘al Younr. I cannot answer that. I know of no specific re- 
fusal. It has never been budgeted, to my knowledge. 

Mr. Drewry. All of the personal effects of troops and dependents 
going overseas are budgeted for ‘ 

General Yount. It is included in our overall freight account, as a 
basis for a part of the justification, for movement of household goods 
within allowance; yes. 

Mr. Drewry. On the stevedoring, you stated that the stevedoring 
was in large part, even at your own terminals, handled by commercial 
contract ? 

General Yount. That is correct. It is handled totally by commer- 
cial contract except at the present moment we have a few direct-hire 
people in New York. That is purely a temporary i As a 
matter of policy and as a rule, we use solely commercial stevedores. 

Mr. Drewry. Now, as to the stevedore rates, are they the same as the 
regular commercial rates ? 

General Yount. They are bid rates, Mr. Drewry. 

Mr. Drewry. That is, the same rate for stevedoring is let for com- 
mercial operation ? 

General Yount. No. Normally, depending on some of the big oper- 
ators, the terminal operators do have their own contract with the 
stevedores. If it is a small shipper, presumably the cost would be on 
a tariff basis, but in view of the volume of our movement and so forth, 
we use annual contracts. 

Mr. Drewry. You do not attempt to keep a nucleus Army steve- 
dore force ¢ 

General Yount. No; we do not. 

Mr. ALLEN. Mr. Shelley. 

Mr. Sueviey. General, it seems to me that I heard some comments a 
year or two ago that preferred gangs were being insisted upon by the 
Army on the west coast particularly. 

General Yount. No; I do not think that is correct, Mr. Shelley. 
We did insist upon the Seid of clearance. Once a man was ap- 
proved—I would not say he was a preferred gang, because any member 
of the union could apply for clearance, and once he was cleared for 
security purposes, he could work or not as he saw fit. I think perhaps 
how that came about, the union grouped them that way as between 
those who had been cleared and those who had not been cleared. 

Mr. Sueviey. I have one or two points I wanted to touch upon, 
Mr. Chairman. 

Mr. Auten. Before you do that, may I inquire as to your time, 
General Yount ? 

General Yount. I am available for whatever you wish, Mr. 
Chairman. 

Mr. Auten. Then suppose you go right ahead, Mr. Shelley. 

Mr. Suetiey. It will be short, I think, Mr. Chairman. 

Since you have responsibility "for the cargo, for the cargo that is 
placed in the hold, who draws up the cargo plan for loading? 

General Younr. We actually do it in connection with the operator, 
and we work with MSTS at the port, but the actual preparation of the 
storage plan is done by our people and with the approval of the MSTS 











MILITARY SEA TRANSPORTATION SERVICE 479 


and the operator. That is where, of course, safety at sea comes in, to 
insure that our storage does meet with the requirements of the safety- 
at-sea regulations. 

Mr. Sueuury. In other words, there is consultation on it and MSTS 
injects that factor into the space at which the cargo will be put? 

General Yount. Well, we actually get notice as to the space that 
will be available on that commercial ship and work our cargo—work 
out our prestowage plan and finally the approved storage plan, based 
upon the space that will be available when the ship calls at our pier. 
If it isa Navy ship, a chartered ship, or something of that sort, all of 
the space is available, the entire plan, of course, is worked out so that 
the cargo will be available for that trip. 

Mr. SHELLEY. Suppose the cargo plan is made up and the person 
that loads the MSTS vessel says, I am not going to take a trip at sea 
at this time of year, for that particular reason, with this type of cargo, 
No. 1, it is too old. How much attention is paid to that sort of 
objection from him ? 

General Yount. He has the authority to reject. There is no ques- 
tion about it. 

Mr. Suettey. That is why I asked. 

General Yount. There is no question about that. 

Mr. SHELLEY. There is no question of some gang telling them how 
many ships they are going to load to take out ! 

General Yount. No, sir. 

Mr. SuHettey. And run the great circle before 

General Younr (interposing). There is no question about that; no, 
Mr. Shelley. 

Mr. SHELLEY. There is one other thing: The commercial operator, 
in operating a vessel, makes arrangements for a vessel coming in from 
a voyage, and he has a charge that he must meet in hiring a tug to 
dock the vessel. As I recall the testimony of MSTS, they have no 
tugs and do not operate them, but there are tugs available, Govern- 
ment tugs available for docking or undocking MSTS vessels? 

General Yount. If they are available. Otherwise, they have to use 
commercial tugs. We utilize tugs for ships and barges, for instance, 
in New York. There is such a very sizable lighterage operation in 
that port. If we have tugs available at the time, we would give them. 
Otherwise, it is their responsibility to provide their own towing serv- 
ice. Both the Navy and the Army will assist them if we have the 
equipment available, but we have no responsibility, we do not deter- 
mine our tug requirements based upon the dockage of MSTS ships 
any more than we do doc king the commercial ships that come to the 
pier. 

Mr. SHe.uey. Let us take a transport coming in alongside Fort 
Mason. Certainly at that particular point in the bay, tugs are neces- 
sary to dock vessels. 

General Yount. Yes. 

Mr. Suettey. Whose tug would be used ? 

General Yount. In that case, it might be the Army, Navy, or 
commercial. The Army tugs would do the job for MSTS if they are 
available at that time. 

Mr. Setter. Tom Crowley said there were not any commercials 
being used. 
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General Yount. Well, I think he could change his opinion some- 
what on that too, Mr. Shelley 

Mr. Sueviey. There has been some improvement lately ¢ 

General Yount. I talked to him some months ago and he did not 
seem to be unhap Py: 

Mr. Suetiey. The other point I want to make is where is a charge 
for the towing service furnished ¢ 

General Yount. If we furnish the tug, which is standing by to per- 
form such service, there is no charge. 

Mr. Sueiiey. Is MSTS billed for it? 

General Yount. MSTS is not billed for that service, but if there 
are no service tugs, Government-owned tugs available, and they hire 
commercial tugs, which they pay directly, it is an operating expense of 
MSTS. 

Mr. SuHetiey. That isall, Mr. Chairman. 

Mr. Auten. Are there any further questions ¢ 

General, we very much appreciate the time you have spent and the 
. ry revealing statement you have given to the committee, which will 
be valuable to us in the consideration of this subject. 

General Yount. Thank you. 

Mr. Auten. The committee will stand in recess until further call of 
the Chair. 

(Thereupon, at 12: 47 p. m., an adjournment was taken subject to the 
call of the Chair. ) 
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MERCHANT MARINE STUDIES 


THURSDAY, MAY 14, 1953 


UNITED STATES SENATE, 
SpPeciAL SUBCOMMITTEE ON MARITIME SUBSIDIES OF 
THE COMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 


Washington, D.C. 
* + * * * * + 
AFTERNOON SESSION 


(The subcommittee reconvened at 2:10 p. m., Senator Charles E. 
Potter presiding. ) 

Senator Porrer. The subcommittee will be in order. The other 
members of the subcommittee, I believe, will be here a little later. 
Before Admiral Wilson presents his statement, I would like to state 
that this morning we had quite an intensive discussion with repre- 
sentatives of the Department of Commerce. We hope this afternoon 
we can continue that with the Department of Defense, and possibly 
the Department of State and MSA. 

I think in order to again have an idea of the purpose of this hear- 
ing, it would be best if I present this little statement presenting the 
problems that the committee is confronted with. 

Under date of April 24, I wrote to the Honorable Charles E. Wilson, 
Secretary of Defense, advising him of the formation of this subcom- 
mittee to make a study and analysis of construction-differential and 
operating-differential subsidies in the maritime field, together with 
other forms of Government aid to shipping. I stated that we should 
like to have the benefit of the views of the Department of Defense in 
connection with such studies. Of course, we do not expect you 
gentlemen to attempt to comment on the details of the subsidy prob- 
lem. However, we have asked you to appear at this executive hearing 
in order to discuss with you the problem of arriving at an answer 
to what we deem to be the $64 question. That is, what is the size, 
composition, and character of the oceangoing American merchant 
marine which we should have as an active operating nucleus fleet in 
the interest of our national defense. It seems to me that that, in its 
simplest terms, is the No. 1 question to which we must have an answer 
before we can intelligently reach conclusions as to how much and 
what kind of Government aid is required to develop and maintain 
an adequate merchant marine, in accordance with our national 
policy. 

(The letter referred to follows:) 
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AprIL 24, 1953. 
Hon. CHarves E. WIixson, 
Secretary of Defense, Departmeni of Defense, 
Washington, D. C. 

My Dear Mr. Secretary: Pursuant to Senate Resolution 41, January 30, 1953, 
I have been appointed chairman of a subcommittee of the Interstate and Foreign 
Commerce Committee to make a study and analysis of construction-differential 
and operating differential subsidies in the maritime field, together with other forms 
of Government aid to American shipping. In addition to myself, the other 
members of the subcommittee are Hon. John M. Butler, of Maryland; and Hon. 
Warren G. Magnuson, of Washington. 

To conduct such studies, the subcommittee will have to review the policy 
declared in the Merchant Marine Act of 1936 and other basic shipping acts, and 
the effectiveness of existing legislation in the implementation of that policy in 
the light of existing domestic and international conditions. 

In pursuance of its studies, the subcommittee will look to the Department of 
Defense as well as to the Department of Commerce for the size and composition 
of the American merchant marine potentially required for present and foreseeable 
use in time of war or national emergency. Such a quantitative and qualitative 
appraisal of merchant marine requirements for the national defense, as well as 
for the development of the commerce of the United States, is essential as a guide 
to the Congress in planning and evaluating legislative proposals for Government 
aid for the merchant marine. 

It is my intention that the subcommittee will begin its studies immediately. 
Accordingly, I hope you will be able to have prompt consideration given to the 
above matters in order to be prepared to give the subcommittee the benefit of 
your views in hearings to be held at an early date. The subcommittee will wish 
to discuss these problems with you or your designated representatives informally 
in closed session before proceeding to the consideration of the more detailed 
aspects thereof. 

Sincerely yours, 
Cuar_es E. Porter, 
Chairman, Special Subcommittee on Maritime Subsidies. 


Senator Porrer. That question has many other aspects to it in 
regard to which your Department can be of invaluable assistance to 
the subcommittee. For instance, we should like to arrive at a prac- 
ticable method of establishing a continuing program for additions and 
replacements so the target fleet can be adjusted as requirements change 
from time to time; and many other questions which will come out in 
the course of our discussion today and subsequent hearings. 

We obviously do not expect to have you tell us in detail the type of 
fleet which would be necessary under all variations as to requirements 
during the many assumptions of possible armed conflict or national 
emergency. But I feel that we must attempt to establish as realistic 
a target as possible in order to know the basis for a fleet in being to 
provide an available pool of ships, management, seagoing personnel, 
and a shipbuilding industry to meet emergencies and to provide a 
nucleus which can be expanded in the event of all-out conflict. 

Admiral Wilson, you have a statement, I believe, on this question 
on which we have asked you to present your views. You may proceed. 


STATEMENT OF REAR ADM. R. E. WILSON, DEPUTY COMMANDER 
AND CHIEF OF STAFF, MILITARY SEA TRANSPORT SERVICE 


Admiral Witson. Senator, I am here representing the Department 
of Defense as to the size and composition of the national-defense fleet. 
The strategic importance of ocean transportation in a future war 
supports the concept that the United States-controlled merchant fleet 
should be of such a composition as to adequately meet the planned 
requirements of the Department of Defense by providing modern, 
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high-speed ocean transportation with suitable self-loading and un- 
loading facilities and an ability to be utilized in any port as required. 

The Department of Defense is concerned about the lack of a com- 
prehensive merchant-ship-construction program which would provide 
for the orderly replacement of the vast proportion of our merchant 
fleet which is fast approaching obsolescence. 

In the past, upon the sudden outbreak of a war, it has been neces- 
sary to hastily improvise a shipbuilding program which was not only 
costly but resulted in an accumulation of ships so quickly designed and 
constructed as to be limited in unfavorable manner in their capability 
to meet modern military needs. 

it is clearly recognized that the special characteristics of merchant 
ships which are desired for ultimate military use must, of necessity, 
be modified and limited to conform to acceptable requirements for 
successful commercial enterprise. Within the limits imposed by peace- 
time commercial utilization, and an acceptable burden on the national 
economy, it is strongly recommended that the Congress support a 
phased merchant-ship-construction program of those ships required 
(1) to bring the active operating United States merchant fleet up to 
the numerical limits required to meet the initial needs of the Depart- 
ment of Defense, and (2) provide the means for the orderly replace- 
ment of existing operating tonnage now rapidly approaching obsoles- 
cence. Itis further recommended that, either as a part of the program 
recommended above or supplementary thereto, the means be provided 
for the construction and operation of sufficient prototype vessels 
which can serve as the basis for a mass vessel-construction program 
upon the outbreak of a war. : 

It is considered appropriate to also recommend that the Congress 
place the maximum reliancé: on United States flag merchant shipping 
in relation to that placed on foreign-flag merchant shipping to support 
the defense of the United States in a future war. 

It is important to note that while the national-defense fleet—active 
and reserve—is deficient only to a minor degree to meet initial defense 
requirements from a quantitative point of view, there is a serious 
deficiency from a qualitative point of view. Of special reference is 
the fact that there are 1,713 Liberty ships, of which 242 are active 
and 1,471 laid up. These are considered too slow for modern military 
needs. In addition, by June of this year, there will be 57 T-2 
tankers—exclusive of those in Navy custody—which have reached 
more than one-half their life expectancy. These also should be 
replaced. 

Recommended size of the active operating United States merchant 
fleet: Numbers by category: The Department of Defense, recognizing 
that the requirements for United States merchant shipping are subject 
to review and modification in the light of changing strategic situations, 
considers that in accordance with the latest approved plans the 
active operating United States merchant marine—exclusive of mer- 
chant-type vessels in Navy custody—should be comprised, as a 
minimum, of the following numbers of vessels: 

(1) Dry-cargo ships: There is a requirement for 11,718,000 dead- 
weight tons. This corresponds to a requirement for 1,085 notional 
dry-cargo ships. 

(2) Troop transports: There is a requirement for 212,168 gross 
tons. This corresponds to a requirement for 22 notional troopships. 
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(3) Tankers: There is a requirement for 9,636,000 dead-weight 
tons. This corresponds to a requirement for 584 notional tankers. 

To make very clear how we define the term “notional,” I have set 
forth, below, the standard of measurement of a notional ship in each 
of these categories. For example, a notional tanker is one that can 
carry 100,000 barrels of fuel, oil, or 115,000 barrels of deisel, or 130,000 
barrels of gasoline, having a dead-weight tonnage of 16,500, with a 
speed of 15 knots. 

A notional troopship has a capacity of 2,400 troops at a speed of 15 
knots. 

A notional cargo ship is one that has a dead-weight tonnage of 
10,800 at a speed of 10 knots. Those are merely terms of measure- 
ment. 

Senator Porrrr. Admiral, do you have available the dead-weight 
tons of shipping that we have now which could be used for defense 
purposes? 

Admiral Wiison. We do have that available, Senator. I felt in 
preparing this that was information which you would probably develop 
from the Maritime Administration. 

On the subject of minimum speeds—this is recommended for future 
construction—dry-cargo ships should have at least 17 knots sustained 
speed. ‘Troop transports should have a sustained speed of 22 knots, 
or greater. Tankers should have a sustained speed of 20 knots, or 
greater. 

Special characteristics—Dry-cargo ships: The most practical and 
useful type of general-cargo ship, both from a commercial and a 
military point of view, appears to be a ship having the general-cargo 
capacity characteristics of the C-3 types. From a military point of 
view, the ship should be equipped with adequate cargo-handling 
facilities and equipment capable of loading and unloading the ship’s 
cargo with its own gear. The cargo-handling equipment should in- 
clude at least one hatch fitted with booms of at least 50-ton capacity. 

I would like to point out there that this specification in regard to 
boom capacity does not refer to the heavy-lift ships with which I will 
deal later. 

The limiting maximum draft should be 30 feet to channels that are 
dredged for that at mean low water. 

Troop transports: Troopships should have the general characteristics 
of the P-2 class: ultimate capacity of approximately 500 cabin spaces 
and 4,000 troop spaces, with a patient-litter capacity of 250 spaces. 
Experience gained in the Korean operations and the utilization of ex- 
isting troopships strongly supports a requirement for this type vessel. 
The limiting maximum draft should be 30 feet. 

Tankers: The recommended general characteristics of tankers most 
suitable for military purposes are 25,000 deadweight tons, capable of 
carrying several types of petroleum produc ts. The limiting maximum 
draft should be 32 feet. Tankers of larger deadweight tons capacity 
can be utilized to a limited extent, but it is not recommended that 
the entire replacement of existing tanker tonnage be confined to the 
so-called “super-tankers”’ of capacity greatly exceeding 25,000 dead- 
weight tons. 

The ideal maximum draft of vessels would be 27 feet. It is esti- 
mated that vessels drawing not more than 27 feet can be utilized in 
85 percent of the ports of Europe. It is also estimated that 97 percent 
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of the total United States-controlled merchant fleet should have, as a 
practical consideration, a maximum draft of 30 feet. It is considered 
that the medium-size moderately-fast vessels are the most desirable 
compromise between military and commercial characteristics. For 
instance, although the Mariner type of vessel possesses many desira- 
ble festures which can be used to great advantage as military auxil- 
iaries in time of mobilization, its peacetime commercial utilization is 
yet to be proven. 

Size of the National Defense Fleet usable in the conduct of normal 
commerce: The number and type of the National Defense Fleet usable 
in the conduct of normal peacetime commerce appears to be a matter 
which is controlled by the national economy and foreign commerce. 
It is considered that the Maritime Administration is the appropriate 
ageacy to develop firm figures on this subject. However, it can be 
noted that the Military Sea Transportation Service since the out- 
break of the Korean operations has utilized, at one specific time, as 
many as 223 merchant vessels under time charter, 35 vessels under 
voyage charter, and 141 Government vessels operated by private 
shipping operators under General Agency Agreement. This would 
indicate a minimum of 399 vessels which might have been chartered 
from the United States commercial shipping industry at one time by 
the MSTS if the vessels were of suitable characteristics and offered 
for charter. 

In addition to utilizing the commercial fleet as indicated above, it 
is important to note that MSTS ships, via the regularly schedule 
American-flag conymercial-berth vessels, a large portion of its dry 
cargo tonnage. During the 14-months’ period from January 1, 1952, 
to March 1, 1953, an average of 45.6 percent of the total dry cargo 
tonnage of the Department of Defense, moved overseas from all con- 
tinental United States ports, was handled by this means. However, 
although the practice of using regularly-scheduled berth-vessels has 
certain advantages, such as providing an effective means of moving 
less-than-shipload lots into the areas where the normal volume of 
shipments is low and does not require extensive overhead expense to 
the Government, it also has disadvantages, from a military point of 
view, because it does not allow the flexibility of movement, diversion, 
and adjustability needed to meet variable and constantly changing 
military situations. Therefore, the composition of the United States 
merchant fleet in peacetime should comprise vessels of both berth- 
and tramp-service, the former providing regularly scheduled sailings, 
and the latter providing the flexibility required for military needs. 

Assumptions used in determining the recommended size of the oper- 
ating National Defense Fleet: The numbers of vessels, by categories, 
which are recommended in preceding paragraphs as necessary to meet 
the needs of the Department of Defense upon the outbreak of war 
are based upon supporting plans of the approved emergency plans of 
the Joint Chiefs of Staff. It is to be noted that these plans are under 
constant review and are kept up-to-date in the light of the changing 
strategic world situation. 

Number of merchant-type ships required to be in Navy custody: 
During the first 24 months of war, the Department of Defense will 
require a certain number of merchant-type vessels to be transferred 
to the custody of the Navy for military purposes. These vessels com- 
prise two categories of services: (1) ships to be assigned to the service 
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and Amphibious Forces of the Fleet, and (2) ships to be assigned to 
the Military Sea Transportation Service. These vessels, although 
they number close to 1,000 ships of the three major types, comprise a 
minor percentage of the total number of merchant vessels required 
for national defense purposes. The major percentage of merchant 
vessels required to meet total military needs will be obtained from the 
National Shipping Authority under General Agency Agreement as 
agreed upon between the Department of Defense and the Department 
of Commerce. It may be assumed that this total need will be fulfilled 
from any or all of the following sources: (a) the operating merchant 
marine; (b) the inactive National Defense Reserve Fleet; (c) American- 
owned tonnage registered under those foreign flags for which effective 
United States control may be assumed; and (d) additional new con- 
struction to be initiated on M-day. 

Desired ship prototypes not currently in existence: The Department 
of Defense considers it desirable to maugurate a program of merchant- 
type vessel construction to serve as prototypes for future construction 
programs as follows: 

(a) A dry cargo ship having the general cargo capacity characteris- 
tics of the C-3 types and the highest speed compatible therewith but 
not less than 17 knots sustained speed. Hatches should be uniform 
and cargo-handling facilities should be capable of self-loading and 
unloading of the ship. 

(6) A “roll-on, roll-off” vehicle cargo ship capable of attaining speed 
of at least 20 knots, designed to permit tracked and wheeled vehicles 
to be moved on and off the ship rapidly under their own power. The 
desirable features of the movement of certain types of commercial 
cargo by the container-van method and the increasing use of this sys- 
tem by commercial shipping companies indicate the need for the 
development of a prototype merchant ship of this special design, poten- 
tially available for special military uses in time of war. 

I would like to interject the added requirement which is not included 
in this statement, that the ships have an acceptable minimum of 
stability. 

I say that because, in some cases of ships, commercial ships, that 
are either proposed or built that have some of these general charac- 
teristics, from the military point of view, for operations in hazardous 
waters in wartime, they are quite unacceptable from the standpoint 
of stability. 

Senator Porrer. You have reference to the so-called seatrain-type? 

Admiral Wruson. Yes, and similar ships that are actually wide 
open and would be lost, unquestionably, with one torpedo hit. 

(c) A reefer ship of 20 knots speed, having a cruising range of 
15,000 miles; cargo space to include 80,000 cubic feet reefer and 
40,000 cubic feet dry. 

(d) There will also be a need for a limited number of heavy-lift 
ships equipped with oversized hatches and cargo booms capable of 
lifting up to 150 tons. MSTS is, at the present time, engaged in the 
conversion of two of its C-4 cargo ships to meet this specification and 
it is contemplated that further conversions of a limited number of 
Government-owned ships will be programed for future accomplishment. 
These conversions may suffice to develop prototypes for wartime con- 
struction. It is important to note that there are no American-flag 
merchant ships in existence meeting this specification at the present 
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time. Any encouragement that could be given to the private con- 
struction of ships meeting these general specifications would be 
appropriate. 

The construction of these ships should commence as soon as prac- 
ticable in order to form a basis for a long-range construction program 
to fulfill the requirements of the Department of Defense prior to 
M-day. 

I wish to inform the subcommittee that the Department of Defense 
is consulting and coordinating its studies with the Maritime Admin- 
istration as to the size and characteristics of the desired active operat- 
ing United States merchant fleet and the desired composition of the 
National Defense Reserve Fleet. The complexity of this study and 
its vital importance to the national economy and national defense 
require a complete study that will take considerable time and effort. 
The information which I have given to the subcommittee today is the 
latest which has been developed to date, but the matter is being 
developed further by a joint group as rapidly as this can be accom- 
plished. 

Senator Porrer. Admiral, when ;ou break down the national 
defense requirements into your three categories of dry cargo ships, 
troop transports, and tankers, I assume we can figure this out as to 
the number of ships which would be required as a minimum, but I 
haven’t been able to do it as yet. For dry cargo ships, for example, 
your deadweight tonnage requirement, how many ships would that 
be? I see it here. 

Mr. Drewry. In that connection, Admiral, in the use of this term 
“notional,” that doesn’t mean that you want ships of exactly those 
particular— 

Admiral Witson. No; the term is used just as a unit of measure- 
ment. We certainly don’t have any truck with a notional cargo ship 
as defined here, this 10,000 tons at 10 knots. 

Mr. Drewry. So you could consider the Mariners as well as the 
small 5,000-ton ships in terms of “notional’’ vessels? 


STATEMENT OF CAPT. B. J. MULLANEY, ADM™NISTRATIVE 
ASSISTANT, PLANS AND POLICY, ALSO DIRECTOR, PLANS 
AND POLICY DIVISION 


Captain Mutuaney. I think it is 2% notional ships to 1 Mariner; 
1,700 Liberty ships or 813 Mariners. It is a term of measurement. 

Admiral Witson. Both capacity and speed. 

Captain Muttaney. When we say 1,085 notional dry cargo 
ships— 

Senator Porrer. That doesn’t necessarily mean that number of 
ships? 

Captain MuLianny. No, it may be composed of a lot of Mariners 
or C-3’s. 

Senator Porrer. Does the Maritime Board use the same criteria 
in their determination? 

Captain MuLLaney. Yes. 

Admiral Witson. These are the terms that we commonly use in 
the joint group. 

Senator Porrer. You have a new Joint Chief of Staff. I would 
assume, in this report you are giving today, it has been at that level, 
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which has been consistent with the policies that they have formulated. 
I am speaking, now, of the present Joint Chiefs of Staff. It would 
probably be better to refer to them as the “old Joint Chiefs of Staff.” 
That is the policy, and wnless there is a change in the overall defense 
policy, as enunciated, I assume by our new Joint Chiefs of Staff, it 
would remain. 

Admiral Witson. The thing that should be appreciated, Senator, 
is that these plans of the Joint Chiefs are under constant review, and 
a complete revision of those is made at periodic intervals. 

Of course, all the plans that hinge upon them, or bear upon them, 
are changed accordingly. So, periodically, this thing is continually 
subject to review and, of course, will change. 

Senator Porrer. | think it is desirable that the joint committee 
or the liaison that you have with the Department of Defense and 
the Department of Commerce be a continuing operation, because as 
your national defense needs may change, they can be apprised of 
what the national defense requirements might be. 

Admiral Witson. That is the understanding between representa- 
tives of the Department of Commerce and the Secretary of Defense, 
that this would be a continuing group. 

Captain Mu tianey. They are informed every quarter of the 
requirements of the Department of Defense, brought up to date. 

Mr. Drewry. Admiral, you mentioned the 57 T-2 tankers that 
would need to be replaced. By ‘replaced’? you mean replaced in 
the active fleet? 

Admiral Witson. They are all in the active fleet. 

Mr. Drewry. These would go to the reserve fleet if they were 
replaced, or would they be scrapped? 

Admiral Witson. We would hope they would not go to the reserve 
fleet, that they would actually replace existing ships. That would be 
a determination that would have to be made. 

Once the replacements were made, whether you could release the 
replaced ships or whether you should put them in reserve as a con- 
tingency is a decision that would have to be made at that time. The 
most effective, it seems to me, plan that can be made, the most accept- 
able from a military point of view, from a political or economic point 
of view, would be to scrap old tonnage as it is replaced with new. 

I think one of the—I am giving my personal opinion now—things 
that has haunted us in all this block obsolescense is this fleet in being. 
It makes it very difficult to do anything constructive in the way of 
building additional ships so long as the general public has the idea 
there are vast numbers of ships of some sort in a reserve fleet some- 
where. 

Senator Porter. Isn’t it true that the bulk, probably, of our so- 
called reserve fleet is composed of vessels that are actually obsolete? 

Admiral Witson. I tried to point that out, Senator, that 1,700 of 
the reserve cargo ships, of the reserve fleet, are Liberty ships. 

Mr. Drewry. Would you want to apply that policy to all types, 
to dry cargo, as well, to tankers, and not have a reserve fleet at all? 

Admiral Witson. No; I don’t think you would ever get to that 
point, as a practical expedient. Tankers is perhaps the one place 
you would, because there are no tankers in the reserve fleet, now, with 
the possible exception of a few very old ships and Liberty tankers. 
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It would result in a screening and refurbishing of your reserve 
fleet. There are Victory’s in that fleet, also. 

Mr. Drewry. In the event there should be some more interest 
than has been shown so far in turning ships in under that dry cargo 
arrangement, ships that are 12 years of age, would you favor a policy 
of pulling out and scrapping the older tonnage as these middle-aged 
C-type vessels went into the fleet? 

Admiral Witson. Everything eise being equal, I would. 

Senator Porrer. Taking off from the bottom, the oldest ones of 
the fleet being scrapped? 

Admiral Witson. That is the most ideal situation you could get 
into. Whether or not the existing situation would lend itself to such 
a decision or whether you would still want to retain this very old 
tonnage for an extreme emergency is a decision that would have to 
be made at the time. 

A program that intended that to take place, I think, would be very 
sound. 

Mr. Drewry. There have been suggestions that the older ships in 
the reserve fleet could be removed and scrapped and the funds re- 
ceived from scrapping to go into the production of new ships. Such a 
program might offer some inducement for new construction—— 

Admiral Wiison. Perhaps a more practical way would be to tag 
them for scrapping when the new ships became a reality. I would 
hate to see those ships be scrapped before we have a bird in the hand. 

Mr. Drewry. In dry cargo ships you refer to all classes, irrespective 
of whether they were general cargo, ore, grain or what. 

Admiral Wiison. That is correct. 

Mr. Drewry. As far as you are concerned, the Department of 
Defense is not particularly concerned one way or another whether 
there be any special balance between ore carriers as against—— 

Admiral Wiison. I wouldn’t necessarily say that. You get into 
some specialized types such as bulk ore. You lose a great many of 
the characteristics of a suitable cargo ship, if they have been especially 
converted for that purpose. 

It might take them out of the dry cargo entirely. 

Mr. Drewry. There has been an application just approved for 
conversion of three C—4’s into combination ore carriers and tankers. 
I wondered whether that type of conversion was of special interest to 
the Department of Defense. 

Admiral Wison. I. think that is a good example of what I am 
referring to. Those ships, when they are converted to oil carriers, 
their quickest and most useful reconversion would be back to the 
tanker fleet rather than the dry cargo fleet. So you get into all 
those special complexities when you try to generalize on a statement 
of that sort. 

Senator Porrer. On a conversion project, such as you mentioned 
of the four C-4’s being converted to ore and tanker cargo, would there 
be any national defense features in that conversion program? 

Admiral Wiison. Probably not. I couldn’t readily see that. 

Senator Porrer. I am wondering it it might not be desirable if 
you could, for the record, just outline how you determine what are 
the national defense features on these ships and how the determination 
is made. Does the Department of Commerce send over to you the 
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specifications of the vessels that are under consideration and you 
make your recommendations as to what should be added or what 
they have, what should be necessary to qualify for national defense 
features? 

Admiral Witson. I think perhaps an illustration of that point that 
you have in mind, Senator, is that when a plan for a ship, for example, 
such as the United States is submitted to the Navy Department for its 
comment on and concurrence, the Navy Department very probably, 
in returning that to Maritime, specifies certain features they feel 
would be desirable to have on that ship. 

In the case of the United States, among others, there were included 
structural features to permit the quick mounting of defensive arma- 
ment. There were certain very definite desired specifications in regard 
to speed, and watertight integrity and stability, in the capacity of the 
evaporating plant, the capacity of the ship’s reefer boxes, and many 
other similar features. 

I am not familiar with all of them in detail. Some of them involve, 
I believe, provisions for the quick installation of adequate communica- 
tion facilities, radar, and features of that sort, which would render the 
ships much more useful from a military point of view in time of war. 

Senator Porrer. You probably are familiar with certain criticism 
that has been rendered, that we have been very liberal in determining 
what the national defense features might be. Some people say that 
while certainly it is necessary for defense, it also serves a very good 
commercial use and it shouldn’t be considered as a national-defense 
feature. Would you care to comment on that? I am sure you have 
heard that criticism. I wonder if you would like to give us a word on 
that? 

Admiral Witson. That is a very complex question, I am sure, and 
subject to all sorts of interpretations. I could give you my personal 
opinion on it, Senator. I have had some experience in this field. 

The features in the United States that were put in there at the 
suggestion of the Navy Department, I am sure, in my personal 
opinion, are thoroughly justified and have resulted in the most magnifi- 
cent ship to sail the seas. 

It is my personal feeling that the ship is worth every nickel that the 
Government has spent on her. 

Senator Porrer. Isn’t it difficult to take, for example, the speed of 
a ship? That speed has a commercial value. It is most difficult to 
say that because we are requiring it for a national defense feature— 
you are going to have many of these—that it will have commercial 
value as well? We want it for national defense, but it will be of great 
value to the owner. 

Your position, and I think the position of the Departmen: of 
Defense, has been “‘if it is a feature that we want for national defense, 
and require for national defense, then that would be considered a 
national defense feature’’; isn’t that true, irrespective of some value 
that it might have for the commercial operator? 

Admiral Wriuson. I think generally that is true, yés, sir. I think 
a good example of that is the speed that is in the Mariners. It is 
speed of something better than 19 knots. I have heard it said on 
quite good authority in commercial service that the Mariners would 
probably never operate at a speed of greater than 16 or 17 knots purely 
for economic reasons. 
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When you get into those higher speeds, you get into a greatly 
increased fuel consumption, which makes the ships uneconomical to 
operate in competitive trade. In wartime, of course, those considera- 
tions are insignificant. 

Senator Porter. In making your determination as to the require- 
ment of the size and of the type of vessels for the American merchant 
marine for defense purposes, you are not including ships that might 
be available to us from our allies; is that true? 

Admiral Wiison. That is true. We have taken United States 
military and essential civilian needs, on the one hand, and attempted 
in this statement to match those with available American-flag ship- 
ping. 

Senator Porrrr. The target that you set forth is a target for our 
defense needs on its own without being aided and supple mented by 
ships of other countries? 

Admiral Witsown. That is right. 

Mr. Drewry. Admiral, in that connection, on page 5 of your 
statement you speak of the fulfilling of your needs from four different 
sources. The third one is— 

American-owned tonnage registered under those foreign flags for which effective 
United States control may be assumed. 
Can you explain that for the record? 

Admiral Wiuison. That is a fairly well defined and recognized 
principle proven in two wars, ac tually. It consists of a list of several 
countries which permit Ame rican-owned tonnage to be registered 
under their flags for various advantages to the owners, but who have 
never objected to those ships being reverted to the American flag 
and American control in time of emergency. 

An example of a country that I have in mind, a typical one, and 
most important from the standpoint of tankers, is Panama. One 
which that does not apply to would be British registry. 

Mr. Drewry. Is that in any case pursuant to treaty or an in- 
formal understanding? 

Admiral Witson. I don’t believe in any case—I may be wrong 
on that—State would be the people to give you the answer—and I 
don’t believe any case that has been formalized in a treaty para- 
graph it is a treaty in the sense that there is precedent and perhaps 
the basis of fundamental friendship of the United States that there 
would never be a question of dispute. 

Mr. Drewry. On the subject of troopships, as you have your 
requirements listed here, that is your troop ship re quire ment to be 
developed from commercial types; is that right? That is on page 2. 

Captain Mutianey. That is right. 

Mr. Drewry. What would be your tlh 1king in regard to one or 
more additional United States as against me .dium-sized vessels more of 
the Independence and Constitution, the American class? 

Admiral Wiison. Generally speaking, I think the same logic applies 
there, as I attempted to define in the statement on page 3 and at the 
top of page 4, that we feel a moderate sized tanker, which is larger 
than the T-2 is the most acceptable type for military purposes, but 
that we can use, to a limited extent, the big super tankers. 

I think a limited number of large passenger ships can be extremely 
useful. I think that was illustrated in the use of Queens and the Amer- 
wan and the other larger passenger ships available in the past war. 
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But a moderate-sized ship, from an overall point of view, is more 
satisfactory. 

Mr. Drewry. There, too, then, you need balances when you get 
into particular types of 

Admiral Witson. You certainly would not recommend putting all 
the eggs in one basket. There may be times when a United States 
would make the difference between success and failure of a particular 
military campaign. 

There may well be other times when no responsible commander 
would jeopardize the United States; would do it in smaller lots. 

Mr. Drewry. Do these statements take into account any proposals 

that might have been made in connection with the use of airplanes 
instead of ships for troop transport? 
Admiral Witson. They do not. The requirements for—I say, 
“They do not,’’ that is an incorrect answer. The requirements as 
developed for sea transportation have excluded from them that 
portion of high-priority passengers and cargo that can reasonably be 
expected to be lifted by air. 

Mr. Drewry. Some of the machinery and parts of cargo ships, 
other ships of the fast efficient type, take quite a while to manufacture, 
such as the turbines. I remember in the last war it was quite awhile 
before we got under way in the production of the turbine manufactur- 
ing capacity. 

That type of capacity is needed for combat ships, too. Have you 
given any thought to the desirability of a stockpiling program of a 
limited number of replacement parts that are of a difficult nature and 
time-consuming to produce, such as extra sets of turbines and gears? 

Admiral Witson. I would assume that any construction program 
that was initiated, such as the current Mariner program, would most 
certainly include in the contracting arrangements reasonably adequate 
delivery of spare parts for those “ships. 

Mr. Drewry. For the existing fleet I think something like 270 to 
300 C-type ships are presently in private operation. There may be 
some small degree of spares around the country. I don’t know. 

They were all war-built vessels. I would assume there is little left, 
and certainly nothing as far as planned program of additional parts. 
I wonder if that would be worthwhile to consider? 

Admiral Wison. I think it is most certainly a feature that should 
not be overlooked, and one that the Navy, in the construction of 
Navy ships, is most meticulous about, to make sure that more spares 
are made a part of the contract at the time of delivery at strategic 
points throughout the country and the world, for that matter. 

Mr. Drewry. In the merchant ships, in the case I am thinking of, 
that would be sort of in the nature of a national-defense feature if it 
were above the normal commercial requirements? 

Admiral Wixson. It probably would be. 

Mr. Drewry. Such a program, if there isn’t one, would have to be 
held by the Government as a Government pool of spares to be used 
in the event of an = rgency? 

Admiral Witson. I don’t think that would represent too much of a 
change of current policy. I can say that in the support of our own 
MSTS fleet we have received very fine and substantive assistance from 
Maritime, from their stockpiles of spare parts, such things as reduction 
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gears, turbine rotors, articles of that sort which are difficult of 
manufacture. 

Mr. Drewry. They do have a reserve of spare parts? 

Admiral Wixson. Yes, they have backed us quite effectively so far. 
How depleted their stocks are, I am not in a position to say. Gen- 
erally speaking, they have given us a great deal of assistance in that 
matter. 

Senator Porrer. Admiral, at the end of your statement, when you 
were speaking about your heavy lift booms, you also state that no 
American-flag ship has the heavy booms, and I think it might be well 
to just elaborate on that a little bit. It would seem to me it would be 
extremely important to our national defense that we have that because 
of the many heavy objects that our present booms can handle. 

Admiral Witson. It is extremely important, Senator. It has been 
the one item that has caused us more embarrassment—by ‘‘us’’, I 
mean the whole Government—than anything that has come out of 
the Korean situation, that we have been forced to have foreign-flag 
ships meet this strategic requirement in the Far East. It is not a 
simple matter. 

When you get up to 150 tons, it is a design problem comparable to a 
floating crane in which the stability of the ship, while the boom is over 
the side making that lift, enters into it. 

Senator Porrger. Do we have vessels that a boom of this nature 
could be put on? 

Admiral Witson. We are about. to open bids from some of the more 
responsible shipyards in the country for the conversion of two C—-4’s of 
ours. It is estimated it will take something like 120 to 180 days, 
required drydocking for a large part of the time that the ships are 
undergoing this conversion, because they have to be literally zippered 
open and the structure around the hatches change, and the longi- 
tudinal strength of the ships modified, stability features installed, 
and the winches and hatch gear itself is a matter of special design. 

Senator Porrmr. I would imagine that you would have to have 
larger hatches? 

Admiral Witson. Yes, much larger. That is one of the main 
reasons for the structural changes in the ship. 

Senator Porrrer. It has been suggested that because we have these 
national-defense features which are deducted from the cost of the 
ship, as far as the purchaser is concerned, because of their national- 
defense purposes, those items be charged to the military budget 
rather than as a maritime cost to the Department of Commerce. 
Do you think that would be feasible or not? 

Admiral Witson. I think administratively it would be quite diffi- 
cult. I don’t administratively know how you would correlate the 
plans of the Maritime and their negotiations with private industry 
into a military budget that has had to meet deadline dates for de- 
livery to the Bureau of the Budget and committees of Congress, 
and all that. 

It would be quite difficult to make sense out of it, I am afraid. 

Senator Porrrer. Actually, it doesn’t make any difference as far 
as the taxpayers are concerned? 

Admiral Witson. Not the slightest. I think it would result per- 
haps in some rather wild guesses, and the budget would be difficult for 
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a third party to defend because they are not participating in the current 
negotiations. 

Senator Porrmr. Admiral, it has been stated many times that the 
merchant marine is our fourth arm of defense. Do you concur in that? 

Admiral Witson. I most certainly concur. The Military Sea 
Transportation Service right now is utilizing one form or another of 
private shipping, either operation or ownership, or both, to handle 85 
percent of our total cargo shipping. 

Senator Porrrer. Eighty-five percent? 

Admiral Wixson. We are using in some form or other privately 
operated or privately owned shipping. 

Senator Porrer. Do you have any estimate as to the cost of main- 
taining our merchant marine as compared to the rest of our military 
budget? I have stated it is about one-half of 1 percent. Does that 
figure sound about right to you? 

Admiral Wiuson. I have never seen any figures on that, sir. I am 
sure it would be small in comparison to the Military Establishment, 
because you get no earnings from the Military Establishment. 

Senator Porrer. Do you agree that a great deal of the confusion 
that exists in the minds of the public, and I think also in the minds of 
Congress, concerning our merchant marine is at first it hasn’t been 
forcibly brought home to a lot of people that the merchant marine is a 
fourth arm of our national-defense picture. The concept that many 
people have is that a subsidy is just being paid to help some private 
ship operators. I hope, as one individual, we can dissipate that 
illogical thinking that exists. 

Admiral Wixson. I think your question borders on the broader 
one, sir, of the essentiality of seapower. Seapower by no means 
means combatant vessels and throwing your weight around in forceful 
fashion. It means also an adequate merchant marine. 

Mr. Drewry. Admiral, I saw the other day a reference in the 
paper that MSTS has recently chartered a Danish vessel for a 4- 
month period at something like $1,675 a day for that period. It 
was a refrigerated vessel, and I gathered there were no American 
ships available and that was the reason for that case. Can you 
comment on that, and also the extent to which you have chartered 
foreign vessels in the recent past? 

Admiral Wiison. We have a priority list established by the Secre- 
tary of Defense, and also enjoyed an agreement with Commerce, 
which is our guideline in the matter. It is a priority arrangement 
as follows: First of all, we utilize those ships that are in our custody. 
When we have exhausted the capabilities of those ships, our next 
priority is the maximum practical utilization of regular berth-line 
service. 

Next to that is the time charter of privately owned American-flag 
vessels to the extent that suitable vessels are voluntarily made avail- 
able to us. 

The next priority is the use of general agency ships, Government- 
owned ships operated by private operators under general agency 
agreements. 

And last, when none of the others will suflice, we use foreign-flag 
shipping only to the extent necessary to meet military requirements 
that cannot be met by any other means. 
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That yardstick is applied in all the foreign-flag charters that we 
have had. We currently have four heavy lift ships under foreign flags 
servicing Japan. One is a gift maintained by the Norwegian Gov- 
ernment as their contribution to the United Nations. The other three 
are under a regular time charter. 

We also have 3 amphibious ships that are used in the project operat- 
ing south from Florida where amphibious operations are required. 
The Coast Guard will not certify amphibious-type beach-landing 
ships under the American flag. Those ships are manned by Ameri- 
cans, owned by Americans, but registered under foreign flags. 

Senator Porter. Why won’t the Coast Guard certify them? 

Admiral Witson. They will not certify anything as safe for Ameri- 
can registry that has bow doors or ramps, such as an LST or similar 
amphibious craft. It is safety, primarily. 

These ships are actually ex-Navy amphibious ships, sold to an 
American and registered under a foreign flag and in our service. 

Mr. Drewry. On the subject of roll-on and roll-off vessels, is the 
bow-ramp type considered in that connection? 

Admiral *Vitson. Not the beaching type, no. It does have a ramp 
feature. The designs we have considered so far have a ramp feature, 
usually a stern ramp. 

Mr. Drewry. No study has been made by the Coast Guard? 

Admiral Witson. The amphibious force will take care of that. 

Senator Porrer. You are speaking of vessels like the LST? 

Admiral Witson. No, we are speaking, Senator, of a modified 
Seatrain, ships more of that type, that have tracks aboard for real 
equipment, more adequate decks for tanks, trucks, that you could put 
alongside of the pier and by slanting the ramp wheel the cargo off 
rapidly, or you can drop the stern ramp onto barges out on the 
stream and unload that way; fast turnaround is the criterion on the 
thing, to get it out of a hotspot, deliver the cargo, and get away, but 
not to include beach operations. 

Mr. Drewry. Are we pretty short of commercial reefer capacity at 
the present time, fully refrigerated ships; are there some in the reserve 
fleet? 

Admiral Witson. There are some in the reserve fleet. We have in 
service in the Pacific a total of nine reefers, which were activated by 
the Pacific Far East Lines at their expense, and authorized by Mari- 
time to operate in Pacific service so long as they confine their opera- 
tions to our reefer business. 

They cannot by agreement with Maritime, haul commercial dry 
cargo in those ships. They can take our dry cargo, and we do fill 
them up with dry cargo. 

Generally speaking, “there is a great shortage of reefer ships as such, 
certainly those that are available to us. 

The United Fruit have a large number of reefers, but they are used 
exclusively in their own business and are not available for charter. 
There is a definite shortage of reefer ships available for charter. 

Mr. Drewry. There were a number of Cl-M-—A-V1 that were 
actually refrigerated? 

Admiral Wilson. Yes, sir; some R-2’s, several types of various ca- 
pacity. 
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Mr. Drewry. Have any of them been drawn out from the reserve 
fleet and used in general agency operations since the start of the 
Korean war? 

Admiral Wiison. There are no reefer ships in general agency. 
The nine that I spoke about are R-2’s that are bareboated to these 
west coast steamship lines primarily for service to us. 

Mr. Drewry. If they are insufficient, then, you pretty well have 
to go to foreign ships to get what you need? 

Admiral Wiison. That is right. This Dane that you spoke about 
was intended to be chartered for a specific summer project for which 
no privately owned ship was available, and which if we had not been 
able to charter from the Danes, we would have had to go to heavy 
expense and to man with our own personnel. The economics of the 
thing didn’t justify it. 

Senator Porrer. Admiral, later on I assume we will have open 
hearings. Of course, we don’t want to have you violate your security. 
I am wondering if there would be any objection, when we have our 
open hearings, to making available in a public hearing the target 
that you have enunciated here? 

Admiral Witson. Senator, we carefully considered whether to 
make this paper classified this morning before we came up here. 
We concluded that we didn’t need to. It is stamped “restricted,” 
but I don’t think that we would have any trouble in getting it, in its 
present form, down to unclassified. 

We felt we would make it restricted for the purpose of this closed 
hearing because it wouldn’t be appropriate to have it hit the news- 
papers, for example, or something of that sort. It is my feeling that 
anything that is in this could well be given in an open hearing. 

Mr. Drewry. Your studies jointly with Maritime are underway 
to such an extent that it won’t be too long before you can come and 
go into this material still further in a public hearing, is that right? 

Admiral Witson. I think that is a reasonable assumption, yes. 
I don’t see, based on the plans that are available now, why it would 
be necessary to devote more than 3 or 4 months to a complete devel- 
opment of the thing. 

Of course, when the plan changes, which it very probably will—it 
always has in the past—we would have to review and take a second 
look at what we have determined. It is intended, of course, that 
that group be a continuing group to do just that. 


Senator Porrrr. That is what the Department of Commerce said- 


this morning, that within 2 or 3 months they thought they would 
have the studies well enough under way that it would be completed, 
and they would be able to testify about it. 

Admiral Witson. I think that is a reasonable assumption, sir. Of 
course, it is our desire to have that done. 

Senator Porrer. The sooner we can have that done the better off 
we will be. The question was brought up this morning that we can’t 
sit still until all these studies have been made. We are in a continuing 
operation. The Maritime Commission is going to have to act on 
applications as they come up. 

Admiral Witson. We have discussed that problem with Maritime 
in these meetings. I think it is the consensus of the group that within 
2 or 3 months, perhaps 3, we can make a pretty complete analysis of 
this thing which will then be accurate within a reasonable percentage, 
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unless there is a drastic change in the world situatiou, which no one 
can foresee; I think we would be of sufficient accuracy to place the 
emphasis in the proper places and be the source of origin for the 
necessary legislation and policy and determination on the part of the 
Congress. 

Senator Porrer. I want to thank you, Admiral, for being most 
cooperative with us. 

Mr. Drewry will be in contact with either you or members of your 
staff. I will appreciate any help that you can give him. 

Admiral Witson. It was a pleasure to be here, Senator. 


* * * * * * * 
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MERCHANT MARINE STUDIES 


TUESDAY, JUNE 16, 1953 


Unitep States SENATE, 
SPECIAL SUBCOMMITTEE ON MARITIME 
SUBSIDIES OF THE COMMITTEE ON 
INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room G—16, Capitol, 
at 10:06 a. m., Senator Charles E. Potter presiding. 

Present: Senators Potter, Pastore, and Smathers. 

Also present: Mr. John M. Drewry, special counsel to the subcom- 
mittee. 

Senator Portrer. The subcommittee will come to order. The other 
two members of the subcommittee are not present at the moment. 
Senator Butler of Maryland has not arrived as yet. He may be here 
a little later. Senator Magnuson happens to be out of the country 
at the present time. If you will bear with me, we will have a one-man 
subcommittee at the present time. 

Since this is the first public hearing to be held by this subcommittee, 
I think it is desirable to make a preliminary statement in regard to our 
studies before hearing the first witness. 

As you all know, in April, Chairman Tobey, of the Interstate and 
Foreign Commerce Committee, appointed this special subcommittee 
on maritime subsidies to make a study and analysis of construction- 
differential and apnea Sree subsidies in the maritime field. 

In a letter to Secretary Weeks of the Department of Commerce, 
under date of April 24, 1953, I attempted to outline, in broad fashion, 
the scope of our inquiry. Within the area covered in our letter to 
Mr. Weeks, we wrote, also, to Secretary Wilson of the Defense Depart- 
ment, Secretary Dulles of the Department of State, and the Honorable 
Harold Stassen, Director of the Mutual Security Agency, to request 
their respective views on the aspects of merchant shipping with which 
they are most vitally concerned and interested. Before these studies 
are over, we will want to have the views of other Government agencies 
such as the Treasury Department, the Comptroller General, and 
others, when the appropriate times arrive. 

We wrote, first, to the above-mentioned Government agencies be- 
cause of the apparent fact that the United States must have a mer- 
chant marine to meet its essential potential national-defense needs 
and carry its essential commerce. Therefore, we want the depart- 
ments of the Government which are concerned with these problems to 
tell us how they view the national needs from their standpoint. 

For years, representatives of the shipping and shipbuilding indus- 
tries have been proclaiming to C ongress the importance to the national 
defense and our national economic policy of a healthy maritime in- 
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dustry. But we must have more than their testimony to convince 
the Congress that such a merchant marine must receive support in 
the form of financial aid. Therefore, the burden must fall on the 
military experts—the Department of Defense—to tell the extent to 
which a merchant marine and complementary industries exist in peace- 
time for war or emergency utilization and expansion; and the burden 
is on the economic experts of the Government—the Departments of 
Commerce, State, Treasury, and MSA—to tell us the national import- 
ance of a merchant marine for the carriage of essential commerce. 

We must therefore know why and to what extent we, as a Nation, 
need a merchant marine before we can evaluate the degree to which 
we should provide support for its survival over and above the returns 
of compensatory operation under today’s complex conditions in both 
the foreign and domestic trades. 

In furtherance of the foregoing, on May 14, 1953, this subcommittee 
had an executive hearing with representatives of the Departments of 
Defense, Commerce, State, and the Mutual Security Agency. It was 
an executive rather than a public hearing, because we wanted to give 
the Government representatives a full and complete opportunity to 
“let their hair down’’—be as informal as they wished, and, generally, 
to allow us to consider, together, the nature of the problems for which 
we, the executive and the legislative, are charged with the duty of 
trying to solve. I believe that hearing was highly successful, and 
served the purpose of providing us with the basis for this and our 
future hearings, which will be public. 

Today, we will want to confine testimony to the general matter of 
the size and composition of the merchant marine, as it is, as it ought 
to be, for defense and commerce requirements. We believe that that 
is the No. 1 problem in our study of the subsidy question. In this 
phase of our studies, we hope to hear not only from the Government, 
through Defense and Commerce witnesses, but also from all segments 
of the industry—the operators, shipbuilders, labor, marine under- 
writers, and others—and also from those who sometimes are over- 
looked in the consideration of shipping legislation, the shippers. 

We intend to make our studies as comprehensive as necessary 
before we propose or consider any specific legislation. 

Today we are privileged to hear testimony from the Defense De- 
partment on the subject of the size and composition of the merchant 
marine, viewed in the light of the requirements of our security in time 
of war or national emergency. I have great hopes and every reason 
to believe that, for the first time in many years, we will hear tangible 
estimates and constructive suggestions, from those best qualified to 
know, as to the constitution of our “fourth arm of defense.” 

Senator Pastore, we are happy to have you aboard. 

Senator Pastors. I am happy to be here. 

Senator Porrer. Admiral Wilson, are you ready to testify? 
Admiral Wilson is the deputy commander and chief of staff of the 
Military Sea Transportation Service, Department of Defense. 

Admiral, I wish to thank you for the cooperation you have given 
the committee in working with our counsel and myself in preparation 
for the hearings today and the hearings that will follow. 

We would be glad to have you make your statement as to the defense 


needs of the merchant marine, as viewed from the Department of 
Defense. 
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STATEMENT OF REAR ADM. R. E. WILSON, UNITED STATES NAVY, 
DEPUTY COMMANDER AND CHIEF OF STAFF, MILITARY SEA 
TRANSPORTATION SERVICE 


Admiral Witson. Thank you, Senator. I am very grateful of the 
opportunity to come before you, as you say, and “let my hair down.” 

I am here as a representative of the Dapartment of Defense. I 
would like to say, before going into my formal statement, that some 
of the facts and figures in this formal statement are at some variance 
with the data which I prepared and gave to this committee in executive 
session a short time ago 

The changes in those facts and figures represent refinements of the 
problem which we have been able to accomplish since that last meeting, 
and should, in no sense, be considered as anything in conflict with that, 
other than of the nature of refinements. 

Senator Porrer. This has been under serious discussion, and as your 
thinking progressed on it, there have been some changes? 

Admiral Wixson. That is correct, sir. 

The strategic importance of ocean transportation in a future war 
supports the concept that the United States-controlled merchant fleet 
should be of such a composition as to adequately meet the planned 
requirements of the Department of Defense by providing modern, 
high-speed ocean transportation with suitable self-loading and unload- 
ing facilities and an ability to be utilized in any port as required. 

The Department of Defense is concerned about the lack of a com- 
prehensive merchant ship construction program which would provide 
for the orderly replacement of the vast proportion of our merchant 
fleet which is fast approaching obsolescence. 

In the past, upon the sudden outbreak of a war, it has been necessary 
to hastily improvise a shipbuilding program which was not only costly, 
but resulted in an accumulation of ships so quickly designed and con- 
structed as to be limited, in an unfavorable manner, in their capability 
to meet modern military needs. 

It is clearly recognized that the special characteristics of merchant 
ships which are desired for ultimate military use must, of necessity, be 
modified and limited to conform to acceptable requirements for suc- 
cessful commercial enterprise. Within the limits imposed by peace- 
time commercial utilization, and an acceptable burden on the national 
economy, it is strongly recommended that the Congress support a 
phased merchant ship construction program of those ships required 
(1) to bring the active operating United States merchant fleet possess- 
ing acceptable defense characteristics up to the numerical limits 
required to meet the initial needs of the Department of Defense 

Senator Pastore. May I interrupt you at this point? Isn’t it a 
fact that Congress, or the Senate, just recently did the opposite? It 
deleted the subsidies to the building of several ships? 

Admiral Witson. I believe that is correct, Senator. 

Senator Pastore. Only within a matter of weeks? 

Admiral Wiuson. Yes; as regards the subsidy feature. 

I will continue: (2) Provide the means for the orderly replacement 
of existing operating tonnage now rapidly approaching obsolescence. 
It is further recommended that, either as a part of the program recom- 
mended above, or supplementary thereto, the means be provided 
for the construction and operation of sufficient prototype vessels 
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which can serve as the basis for emergency vessel-construction 
programs upon the outbreak of a war. 

It is considered appropriate to also recommend that the Congress 
place the maximum reliance on United States-flag merchant shipping 
to support the defense of the United States. 

It is important to note that, while the total national-defense fleet 
(active and reserve) is deficient only to a minor degree to meet initial 
defense requirements from a quantitative point of view, there is a 
serious deficiency from a qualitative point of view. Of special refer- 
ence is the fact that there are 1,713 Liberty ships, of which 242 are 
active and 1,471 laid up. These are considered too slow for modern 
military needs. In addition, there are 57 T-2 tankers (exclusive of 
those in Navy custody) which have reached more than one-half their 
life expectancy. These also should be replaced. 

Senator Potrer. Admiral, would you yield there? I recall the 
debate on the floor of the Senate when some challenge of the life 
expectancy of 20 years of a vessel arose. Do you believe the 20-year 
life expectancy of a vessel is a true life expectancy? 

Admiral Witson. I believe it is a reasonably accurate figure, 
Senator, particularly in regard to tankers. We are already experienc- 
ing, in our own fleet, very expensive repairs of these T—2 tankers, 
which have been in service approximately 10 years. You arrive at a 
point, certainly, beyond 20 years where the expenditure is not any 
longer justified to maintain those ships in active service. 

Senator Porrrr. Do you feel the 20-year life expectancy of a ship 
is realistic? 

Admiral Wixson. Yes. 

Mr. Drewry. Why do you mention specifically tankers, Admiral? 

Admiral Wiison. Primarily because of corrosion that you run into 
in tankers. The deterioration of the hull structure is more rapid, I 
believe, in tankers, than in any other type of ship. 

Mr. Drewry. Would it be, too, that tankers are in active use 
more of the time than a dry-cargo ship because of the loading and 
unloading facilities, so that it has lived a faster life by the time it is 
20 years old? 

Admiral Wiison. I think that is an element. 

Mr. Drewry. Are the repairs you are experiencing mostly to the 
hull or machinery? 

Admiral Witson. I am referring to the structural members of the 
hull, the bulkheads between tanks, and the general longitudinal 
strength members of the hulls themselves. 

Senator Pastore. Could you pinpoint that statement? You say, 
“These are considered too slow for modern military needs.”” How 
fast are they and how fast should they be to mect the requirements? 

Admiral Witson. The 1,700 Liberty ships, Senator, that I referred 
to, have an optimum speed of 10 knots with reciprocating engines. 
Later on in my statement I will emphasize the fact, from a defense 
point of view, that we believe cargo ships should have a minimum of 
18 knots. So they are almost half of what should be built into new 
ships. 

Mr. Drewry. This was brought out in the executive hearing. I 
would like to ask the question again. In connection with these 57 
T-2’s, is it your thought that because of the expense of maintaining 
them, and perhaps their obsolescence, in the light of modern military 








502 MILITARY SEA TRANSPORTATION SERVICE 


needs, they should be scrapped, rather than headed for the reserve 
fleet? 

Admiral Wiison. I don’t think—it is my firm conviction, as a 
matter of fact—you can consider scrapping vessels until you have 
reached the quantitative numbers required. Beyond that point, I 
think a scrapping program would be a very excellent basis on which 
to proceed. 

Mr. Drewry. At the outset, as far as these 57 ships are concerned, 
it would appear the soundest procedure would be to replace them with 
more modern ships, but keep them? 

Admiral Witson. Withdraw them from service and keep them in a 
reserve fleet, yes, sir. 

Recommended size of the active operating United States merchant fleet 

(a) Numbers by category: The Department of Defense, recogniz- 
ing that the requirements for United States merchant shipping are 
subject to review and modification in the light of changing strategic 
situations, considers that in accordance with the latest approved plans 
the active operating United States merchant marine (exclusive of 
merchant-type vessels in Navy custody) should be comprised, as a 
minimum, of the following numbers of vessels: 

(1) Dry cargo ships: There is a requirement for 13,899,600 dead- 
weight tons. This corresponds to a requirement for 1,287 notional 
dry-cargo ships. 

Senator Porrer. Would you explain what you mean by “notional’’? 

Admiral Witson. That follows shortly, Senator, in the statement. 

(2) Troop transports: There is a requirement for 250,900 gross 
tons. This corresponds to a requirement for 26 notional troopships. 

(3) Tankers: There is a requirement for 7,062,000 dead-weight 
tons. This corresponds to a requirement for 428 notional tankers 

Notional tankers are ships having a capacity of 106,000 barrels of 
fuel oil, or 115,000 barrels of diesel, or 130,000 barrels of gasoline, 
with a dead-weight tonnage of 16,500 at a speed of 15 knots. 

Notional troopships are considered to be those that have a capacity 
for 2,400 troops at a speed of 15 knots. 

Notional cargo ships are those having a dead-weight tonnage capac- 
ity of 10,800 at 10 knots. 

I would like to say, here, the term ‘notional ships” is nothin 
more or less, than a unit of measure. It has no significance as regar 
the type of ship we are recommending. It is a means by which See 
convert tonnage requirements to a unit of measurement in terms of 
ships 

Senator Pastore. This is what we need in addition to what we 
already have, in order to meet the standards you set? 

Admiral Wizson. This is in addition. 

Senator Porter. In addition to what we have today? 

Admiral Wiison. No, this is the total. I am sorry. This is the 
total needed initially. 

Senator Pastore. Are you going to give us a comparative figure to 
show what we have—— 

Admiral Witson. I will get to that shortly. 

Senator Porter. Is there any special connotation to “notional”? 

Admiral Witson. It is a planning term, Senator, that has been used 
very widely in military and maritime planning. It is used merely as 
a unit of measure. 
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Minimum speeds desired for military purposes: 

(1) Dry cargo ships.—Dry cargo ships should have at least 18 knots 
sustained speed. 

(2) Troop transports.—Troopships should have a sustained speed of 
22 knots, or greater. 

(3) Tankers.—Tankers should have a sustained speed of 20 knots, 
or greater. 

Senator Porrer. Admiral, why are your speed requirements dif- 
ferent here than when you were explaining your notional require- 
ments? 

Admiral Witson. The only difference, I believe, is in cargo ships. 
After a further review of that situation with the Maritime Administra- 
tion and Navy Planning, we raised that speed 1 knot, as being some- 
thing that was readily achievable and much more acceptable from a 
military point of view. 

The Department of Defense considers that these speeds are highly 
desirable from a military point of view and represent a target to shoot 
for. Some compromise may prove necessary, however, in order to 
prevent a construction program, otherwise acceptable, from being 
finally blocked by standards which are not consistent with production 
capacity and economic feasibility. 

Senator Porrer. Would you care to elaborate on that a little more, 
Admiral, as to just what you mean by that statement? 

Admiral Witson. In order to obtain a speed that is in excess of 18, 
or any of these standards, it is necessary under marine engineering, 
to go to high-temperature steam, the utilization of special metals, and 
other features of design which are not only expensive but, under mass 
production conditions, would be very hard to produce rapidly on a 
large scale. 

I think the best example of that is when the Liberty ships were 
designed, the foundations were built into the ships for steam turbines 
of a rather modest type, but when they got into production, those 
steam turbines simply could not be had. The demand of the Navy, 
and other sources, for machinery of that type was so great that the 
Liberty ships were finally fitted with reciproc ating engines, which was 
a 30-year backward step, as far as marine engineering was concerned. 

Senator Pasrorre. You would be inclined to adhere to the orthodox 
production in order not to interfere with the program? 

Admiral Witson. If necessary, we would be prepared to compromise 
if that was absolutely necessary, recognizing that any compromise 
made in these speeds would add to the hazards and the jeopardy of the 
shipping under wartime shipping. There is also another feature, in 
that these speeds, as I have defined here, are not currently acceptable 
from a commercial point of view. 

Senator PorrEer. The cost to operate? 

Admiral Witson. Fuel consumption, primarily. 

Mr. Driwry. You stated in increasing the target speed for dry 
cargo ships that you consulted with Maritime and decided they could 
bring it up one more knot. Was the industry also consulted? 

Admiral Wiison. No; the industry has not been consulted on these 
speeds. These are speeds from a military point of view. As I say, 
the commercial utilization of ships of this type, even if they were built 
to those speeds, commercially they would probably be used at lesser 
speeds. 
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I think probably in the new type of Mariners, now, which have a 
speed of 19 knots, it is doubtful they would be steamed at 19 knots in 
commercial trade. 

Mr. Drewry. Can they be efficiently operated at lesser speeds? 

Admiral Wiison. Yes, I think a speed around 16 knots for those 
Mariners would be something commercially acceptable. 

Senator Porrer. Has there been any desire on the part of the 
industry to get Mariners? 

Admiral Wiuson. I think the Maritime Administration would be 
better qualified than I am to answer that. I think they have had some 
inquiries, but I am not familiar with the negotiations that have taken 
place. 


Special characteristics: 


(1) Dry cargo ships.—The most practical and useful types of 
American-flag, general-cargo vessels, both from a commerical and 
military point of view, appear to be those having the capacity and 
characteristics of the C—2’s and C—3’s. However, much is to be desired 
in the matter of basic ship design and modernization of archaic cargo- 
handling equipment and methods. The cargo vessel of the future must 
be so designed and so equipped to load and discharge, using its own 
gear, in one-half the time now required. At least one hatch of such 
vessel should be serviced by a “jumbo” boom of 50/60-ton capacity. 
The deep-loaded draft should not exceed 30 feet. Vessels of the C—2 
and C-3 size are considered not only feasible and advantageous for 
commercial enterprise, but offer excellent utilization and maneu- 
verability characteristics in small ports, beachheads and restricted 
waters involved in military operations. 

Senator Porrer. Admiral, the “jumbo” boom that you refer to is 
your large boom for handling the exceedingly heavy equipment? 

Admiral Wiitson. Moderately heavy equipment. From a com- 
mercial point of view, it is probably considered as heavy equipment; 
from our point of view, I cover later a special heavy-lift ship in here 
that exceeds that. It is approximately the boom that is fitted now 
on the new Mariners. It doesn’t represent a new design at all. It 
is just a specification which we think should be certainly followed. 

Senator Porrer. On all dry-cargo ships? 

Admiral Witson. Yes, sir. 

(2) Troop transports.—Troopships should have the general charac- 
teristics of the P-2 class: Ultimate capacity of approximately 500 
cabin spaces and 4,000 troop spaces, with a patient-litter capacity of 
250 spaces. Experience gained in the Korean operations and the 
utilization of existing troopships strongly supports a requirement for 
this type vessel. The limiting maximum draft should be 30 feet. 

(3) Tankers.—The recommended general characteristics of tankers 
most suitable for military purposes are 25,000 dead-weight tons, 
capable of carrying several types of petroleum products. The limiting 
maximum draft should be 32 feet. Tankers of larger deadweight 
tonnage capacity can be utilized to a limited extent, but it is not 
recommended that the entire replacement of existing tanker tonnage 
be confined to the so-called supertankers of capacity greatly exceeding 
25,000 deadweight tons because their use, in the majority of ports, is 
limited by their size, draft, and maneuverability. 
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(4) Draft—The ideal maximum draft of vessels would be 27 feet. 
It is estimated that vessels drawing not more than 27 feet can be 
utilized in 85 percent of the ports of Europe. It is also estimated 
that 97 percent of the total United States-controlled merchant fleet 
should have, as a practical consideration, a maximum draft of 30 feet. 
It is considered that the medium-size, moderately-fast vessels are the 
most desirable compromise between military and commercial char- 
acteristics. For instance, although the Mariner-type of vessel 
possesses many desirable features which can be used to great advantage 
as military auxiliaries in time of mobilization, its peacetime com- 
mercial utilization is yet to be proven. 

Department of Defense utilization of United States merchant 
fleet in peacetime: The number and type of vessels in the active 
national-defense fleet which can be gainfully employed in the conduc , 
of normal peacetime commerce appears to be a matter which i 
controlled by the national economy and foreign commerce. It is 
considered that the Maritime Administration is the appropriate 
agency to develop firm figures on this subject. However, it can be 
noted that the Military Sea Transportation Service, since the outbreak 
of the Korean operations, has utilized, at one specific time, as many 
as 223 merchant vessels under time charter, 35 vessels under voyage 
charter, and 141 Government vessels operated by private shipping 
operators under general agency agreement. This would indicate 
a minimum of 399 vessels which might have been chartered from the 
United States commercial shipping industry at one time by the 
MSTS if the vessels were of suitable characteristics and offered for 
charter. In addition to utilizing the commercial fleet as indicated 
above, it is important to note that MSTS ships via the regularly 
scheduled American-flag commercial berth vessels a large portion 
of its dry cargo tonnage. 

During the 14 months’ period from January 1, 1952, to March 1, 
1953, an average of 45.6 percent of the total dry- ~cargo tonnage of the 
Department of Defense moved overseas from all continental United 
States ports was handled by this means (berth). However, although 
the practivte of using regularly scheduied berth vessels has certain 
advantages, such as providing an effective means of moving less-than- 
shipload lots into the areas where the normal volume of shipments is 
low and does not reqvire extensive overhead expense to the Govern- 
ment, it also has disadvantages, from a military point of view, because 
it does not allow the flexibility of movement, diversion and adjusta- 
bility needed to meet variable and constantly changing military 
situations. Therefore, the composition of the United States merchant 
fleet, in peacetime, should comprise vessels of both berth and tramp 
service, the former providing regularly scheduled sailings, and the 
latter providing the flexibility required for military needs. 

Assumptions used in determining the recommended size of the 
operating national-defense fleet. The numbers of vessels, by cate- 
gories, which are recommended in preceding paragraphs as necessary 
to meet the needs of the Department of Defense upon the outbreak 
of war are based upon supporting plans of the approved emergency 
plans of the Joint Chiefs of Staff. Included in the factors which were 
used in arriving at the size of the operating national-defense fleet were 
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(1) An estimate of cumulative losses; (2) estimate of civilian, as well 
as military, requirements; (3) planned activation from reserve fleets 
during a short initial period of time; (4) the availability of certain 
military vessels from the United States combatant fleet to meet 
certain emergency requirements; and (5) the availability of certain 
non-American-flag merchant vessels considered to be under “effective 
United States control.” It is to be noted that these planus are under 
constant review and are kept up-to-date in the light of the changing 
strategic world situation. 

Senator Porrer. You mean by your point No. 5, “the availability 
of certain non-American-flag merchant vessels considered to be under 
‘effective United States control,’’’ American vessels under the 
registry of another country? 

Admiral Witson. That is correct, sir. They are American-owned 
vessels, owned by American citizens but re gistered under several 
foreign countries which by precedent and previous experience have 
proven they would interpose no objection to the owners of those vessels 
recalling them and making them fully responsive to the United 
States’ requirements, and even shifting registry back to the United 
States. 

Senator Porrer. Are you including in here ships that might be 
available for us in case of an emergency, that are owned by citizens 
of a friendly or allied country, for example, British ships? In time 
of war or emergency we have in the past more or less had a pooling 
arrangement for merchant ships. I was wondering if that was in- 
cluded in your defense requirements. 

Admiral Witson. Those have not been included. As I said early 
in the statement, we proceeded on the basis that we should place 
maximum reliance for the defense of the United States on United 
States flag merchant vessels. 

Senator Porrer. And the only liberalization you have in that 
respect would be American ships that would be under, for example, 
Panamanian flag? 

Admiral Witson. That is correct, sir. There are about six coun- 
tries, I believe—I may be slightly wrong in that—to which the 
principle of “effective United States control” applies, Panama, some 
of the Central American countries, and Liberia. 

Senator Porrer. Your point No. 1, as to accumulative losses, are 
you speaking of military losses? 

Admiral Witson. I am speaking of losses that would be expected, 
based on experienced factors, in this first short period of a war. 

Mr. Drewry. Admiral, you also used the term, “United States 
controlled merchant fleet.”” By that do I understand you mean the 
United States-flag merchant fleet? 

Admiral Witson. Yes, plus these foreign-registry American-owned 
ships which are considered to be under effective United States control 

Mr. Drewry. Is there any information available of a nonclassified 
nature as to what these vessels are, how many, where they are, what 
types they are, that are under effective United States control? 
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STATEMENT OF CAPT. B. J. MULLANEY, ADMINISTRATIVE 
ASSISTANCE, PLANS AND POLICY, DIRECTOR, PLANS AND 
POLICY DIVISION 


Captain MuLuanery. It has been made in a classified study. 

Admiral Witson. We can supply the total number. 

Mr. Drewry. It would be nice to have for the record, Admiral. 

(The following letter was subsequently received for the record:) 

DEPARTMENT OF THE Navy, 
Miuitary SEA TRANSPORTATION SERVICE, 

Washington 25, D. C., September 8, 1953 

Hon. Caries E. Porter, 

United States Senate, Washington 25, D. C. 

My Dear Senator Porter: This is in reply to the telephone request made by 
Mr. John M. Drewry, counsel for the Senate Interstate and Foreign Commerce 
Committee, in connection with the testimony of Rear Adm. R. E. Wilson, United 
States Navy, as Department of Defense witness before the committee. With 
respect to the availability of certain foreign-flag merchant vessels to this Govern- 
ment in the event of an emergency, there were, as of December 31, 1952, a total 
of 56 foreign-flag dry-cargo ships and 164 foreign-flag tankers considered to be 
under the “effective control of the United States.” 

Sincerely yours, 
Rauteu E. WIson, 
Rear Admiral, United States Navy, 
Acting Commander, Military Sea Transportation Service. 


Admiral Witson. We can supply you the total numbers on that, 
I am sure. 

Desired ship construction of prototypes not currently in existence: 
The Department of Defense considers it essential to include in the 
program for merchant-type vessel construction ships with special 
design features to serve as prototypes for emergency construction 
programs as follows: 

(a) A dry-cargo ship having a bale-cube capacity of between 650,000 
and 750,000 cubic feet , of which approximately 30,000 cubic feet 
should be reefer space. With a view toward eliminating wing-deck 
stowage, the hatches should be as large as possible in keeping with 
accepted design principles, the hatch covers to fold accordion-like 
and be hydraulically actuated (or other type quick opening and 
closing hatch covers with suitable mechanically operated systems). 
The conventional booms and winches should be replaced by hydraulic 
cranes of 15-ton capacity. At least one hatch should be served by a 
60-ton jumbo boom in addition to other cargo-handling gear. The 
speed of the vessel should be the highest compatible with the design 
and economic operation but not less than 18 knots. Such a vessel 
should be capable of loading or discharging in 2 weather-working 
days of 2 10-hour shifts each. 

Senator Porrer. Do we have any vessels like that today? 

Admiral Witson. No, sir, not that completely meet those specifi- 
cations. 

Mr. Drewry. Are there any of these characteristics available that 
van be applied? 

Admiral Witson. Yes, they are readily available. It is a matter 
of slight modifications of design and application to a specific ship. 

Mr. Drewry. This prototype dry-cargo ship, what is that in terms 
of dead-weight tonnage, ‘‘650,000 cubic feet’’? 
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Admiral Witson. I would have to supply that for you, Mr. Drewry. 
It is somewhere around 12,000 to 14,000 dead-weight tons. 

Mr. Drewry. Is it larger than a C-2, for instance? 

Admiral Witson. It is close, I think, to a C-3. 

The second prototype: A moderately high-speed tanker, having 
characteristics similar to the Maritime Administration T-5 design. 

Mr. Drewry. Could you elaborate a little bit on the T—5 design; 
how that compares with existing types as to speed and size? 

Admiral Wizson. I believe it is a ship of about 20 knots, with 
good compartmentation, cofferdamming to permit the carriage of 
several types of petroleum products. This particular ship has con- 
siderable appeal to the Navy as being suitable as a compromise to 
augment the Navy’s oilers that service the fleet at sea. We feel we 
could make direct application of this T—5 design to that specific 
purpose. 

Senator Porrer. What do you mean, “as a compromise’’? 

Admiral Wiison. A Navy oiler is a very special breed, Senator, to 
be properly designed. In the first place, there is no commercial 
tanker that is economically feasible, that is, twin screw. One torpedo 
hit, well aimed, will completely cripple a commercial-type ship. 
There are many other features that are designed into a properly 
designed Navy oiler that you would not find the counterpart of in 
any commercial ship. Recognizing realistically that it is highly im- 
probable we would ever have enough Navy oilers, designed as such, 
this T—5 represents the best answer we have seen as a supplement to 
those Navy oilers. 

Senator Porrer. A commercial-type tanker for military purposes? 

Admiral Wiison. This is commercially feasible. A navy oiler un- 
questionably would not be. 

Mr. Drewrvy. Is this the prototype that Commerce had in mind 
in its original budget? 

Admiral Wixson. It is the current design that they are considering 
now, yes. 

Mr. Drewrvy. Is it.a type which the industry has indicated a desire 
for or a willingness to accept? 

Admiral Witson. I believe that is correct. I would ask you to 
verify that with the Maritime Administration when they come up. 
I believe it is correct. It does have a commercial appeal. 

Mr. Drewrvy. Is there anything so unique about it as to require a 
special prototype? 

Admiral Wiuson. Yes, I think so. It is of smaller capacity, for 
example, than the trend in American-flag tankers now. Wage scales 
being what they are, the trend in American-flag tankers is to build 
them as large as possible. Generally speaking, that is true. With the 
same crew they can carry twice the volume of oil on a point-to-point 
basis, to well-established terminals, where water depths and turn 
basins, and all, are provided. 

Mr. Drewry. Would you contemplate that the certain features of 
the prototype that are adopted especially for Navy use would be 
handled as national defense features if they were commercially 
acquired? 

dmiral Wiuson. It is possible that the speed feature would be 
handled in national defense. I don’t think there is anything else in 
these ships, basically, which would fall under that. 
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Mr. Drewry. One more thought on that. For several years there 
has been a bill introduced on the House side which would authorize 
the Navy to enter into a long-term chartering program of tankers, 
similar to a practice which is carried out commercially to some extent, 
of contracting with the operator of the oil company before the vessel 
is actually constructed on a 10- or 20-year basis. Have you any 
thoughts on that as to whether that would be an appropriate way to 
attack this problem, maybe to replace your 57 T-2’s, for instance? 

Admiral Wison. I think it would be quite an appropriate method, 
within limits. There is a limit as to how many ships we could con- 
tract for, because entering into a long-term contract on the part of 
the Government requires a considerable amount of crystal-ball gazing 
for example. 

We have to be reasonably sure that 8 or 10 years in the future we 
will have the same demand for the transportation of petroleum that 
we have now. 

Mr. Drewry. Would that method perhaps be a way to approach 
the problem of some of these other prototypes which have not been 
commercially tried, which are, of course, expensive to build, so that 
the Department of Defense will take the risk, as it were, in the develop- 
ment of the design, not on any extensive basis but on individual 
prototypes? 

Admiral Witson. I think it is a method that should well be explored 
because it offers many possibilities within the limits of assurance on 
the part of a Government contracting officer that the article he is 
contracting for he will really need at the time it comes into being 
That is the one fly in the ointment, you might say. 

You are asking a Government contracting officer to contract for 
something that isn’t even in being at the moment he signs the con- 
tracts. You are asking bim to contract for it over a long period of 
time, through several administrations, through several sessions of 
the Congress, through perhaps a cycle in international affairs. You 
can readily get into a first-class crystal-ball operation in an arrange- 
ment of that sort. 

Mr. Drewry. But you are in a crystal-ball operation in recom- 
mending these types, anyway, so you wouldn’t be any worse off 
under that——- 

Admiral Witson. I don’t feel we are in the crystal-ball state in 
asking for prototypes, no. When you base the whole thing on the 
Government’s sponsoring or financing it on the basis of a contract 
for continued employment over a long period of time, which is what 
I understand you are proposing, that it be privately financed, based 
on an assurance of a considerable period of time that the Government 
will employ the vessel, and thereby generate a reasonable return on 
the private financing involved, I think it is one we should proceed 
with, with a reasonable amount of caution. 

Mr. Drewry. Would the Department of Defense build these 
prototypes itself? 

Admiral Witson. No, that is not intended. 

Mr. Drewry. Or is your thought that Commerce—— 

Admiral Witson. The ships that I am speaking of here, the De- 
partment of Defense would not build any of these shi 

(c) A “roll-on, roll-off’ vehicle cargo ship vinekie of attaining 
speed of at least 20 knots, with at least a one-compartment standard 
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for flotation and stability, designed to permit tracked and wheeled 
vehicles to be moved on and off the ships rapidly under their own 
power. The desirable features of the movement of certain types of 
commercial cargo by the container-van method and the increasing 
use of this system for truck trailers by commercial shipping com- 
panies indicate the need for the development of a prototype merchant 
ship of this special design, potentially available for special military 
uses in time of war such as the transport of wheeled and tracked 
vehicles. 

Senator Porrer. Is that the type that is generally referred to as 
the sea-train type? 

Admiral Witson. It would be a similar design to the sea-train 
type, with the one exception, that they ply only between well- 
established and specially-equipped terminals. Most of the facilities 
for loading and unloading for the sea train is provided by the terminal. 
This would have to include certain of those features in the construc- 
tion of the ship itself to be of full appeal for military uses. We 
could not guarantee suitably equipped terminals in the places we 
might have to go with this ship. 

Senator Porrmr. I would assume a ship like that would be very 
vulnerable if it were torpedoed. 

Admiral Witson. We have injected into this specification here, if 
you want to call it that, a standard for flotation and stability which 
is similar to that obtaining in any cargo ship and is beyond that 
existing in the sea trains, or some of the designs that are considered 
for such vessels. 

As the fourth type, a reefer ship of 20-knots speed, having a cruis- 
ing range of 15,000 miles; cargo space to include 80,000 cubic feet 
reefer and 40,000 cubic feet dry. 

Senator Porrrer. What is a “reefer ship’’? 

Admiral Wixson. It is a ship that carries refrigerated products. 

Senator Porrer. Not one that is carrying marihuana? 

Admiral Witson. No. We always strive to avoid that, Senator. 

Mr. Drewry. Admiral, in regard to the reefer, didn’t I read there 
were recent bids on two reefer ships for the Navy for the Department 
of Defense? 

Admiral Witson. The Navy is currently planning the construction 
of a reefer ship for direct supply of the fleet at sea 

Mr. Drewry. That would be distinguished —— 

Admiral Witson. That, again, is a very special type ship which 
the Navy only can build, in my opinion. 

Mr. Drewry. This would not be—— 

Admiral Witson. No, this is a smaller ship than the existing R-2 
type which was built during the war, which we found to be quite 
large and difficult to operate in the supply of perishables. It is 
somewhat larger than the N-3’s. It is an inbetween size, a relatively 
small, fast, long-range reefer ship. 

Mr. Drewry. Is the R-2 a modification of the CI-MAV1 design? 

Admiral Witson. No; it is considerably larger than that. 

As the fifth type: A specially designed ‘‘container cargo” ship to 
carry containerized and prepalletized cargoes. The ship should be so 
constructed that horizontal movement of such cargoes will be entirely 
eliminated during the loading precess. The speed ‘of the vessel should 
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be not less than 18 knots. The ship should be self-sustaining in 
relation to handling this type of special cargo. 

Senator Porrer. What kind of cargo would that be? 

Admiral Witson. It can be general cargo, Senator, of many types. 
This is a development which is taking place currently which hasgreat 
promise from a military logistic point of view, and ‘also considerable 
promise from a commercial point of view, in which you have light- 
weight metal containers of relatively large size and put these smaller 
packages and boxes in the containers and lift them in and lift them 
out as a package. 

Mr. Drewry. Has any design work been done by the Navy 
Department or Commerce on this particular type ship? 

Admiral Wixtson. Not to any great extent yet. 1 think the ship 
visualized is something generally comparable to an ore ship, actually, 
where you have many holds or compartments in perhaps a C-4 type, 
with the engines aft, each compartment or hold serviced by its own 
king posts or boom. 

The loading process consists of a vertical drop and a vertical lift 
out of those several compartments, rapid handling. 

Mr. Drewry. That is what you mean by horizontal movement 
within the ship? 

Admiral Witson. Yes. 

Senator Porrer. Drop it in place—— 

Admiral Wiison. To eliminate the necessity of shoving these heavy 
containers into the wing spaces. 

There will also be a need for a limited number of heavy-lift ships 
equipped with oversized hatches and cargo booms capable of lifting 
up to 150 tons. MSTS is, at the present time, engaged in the conver- 
sion of two of its C-4 cargo ships to meet this specification, and it is 
contemplated that further conversions of a limited number of Govern- 
ment-owned ships will be programed for future accomplishment. 
These conversions may suffice to develop prototypes for wartime 
construction. It is important to note that there are no American- 
flag merchant ships in existence meeting this specification at the pres- 
ent time. Any encouragement that could be given to the private 
construction of ships meeting these general specifications would be 
appropriate. 

Senator Porrrer. Isn’t it true, Admiral, that we have had to go to 
some of our allied friends for this type of ship? 

Admiral Witson. That is correct. 

Senator Porrer. For our Korean operation? 

Admiral Witson. Yes; we have a current requirement in the Far 
East for a limited number of these ships. We have met that require- 
ment throughout by the time charter of foreign-flag ships to remain 
on station in the Far East. 

Senator Porrer. How many ships do we have chartered from 
foreign countries with this heavy boom? 

Admiral Wiuson. We have 4 actually now, 1 of which is a United 
Nations contribution by one of the allies, and the other 3 are straight 
charter. 

Mr. Drewry. Admiral, how many heavy-lift ships are there in the 
world? 

Admiral Wiison. I think probably somewhere in the nature of 20 
total, meeting this general requirement. 
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Mr. Drewry. They find profitable commercial employment? 

Admiral Witson. Well, the fact that 20 are in operation and only 
4 in our charter would indicate that. These ships can be used in 
general-cargo trade, somewhat less economically, I am sure, but 
nevertheless, they can be used in straight cargo. 

Senator Porrer. With these heavy booms, you have to have, I 
assume, a different construction of the ship to provide for the boom; 
is that so? 

Admiral Witson. Yes; you would have to enlarge the hatches to 
accommodate the large articles. Of course, from a military point of 
view they are mostly locomotives, tanks, and things of that sort. 
You need the hatch space. You need stability features in the ship 
when you swing that much weight over the side. 

Of course, the heavy-lift gear itself, including the winches and all 
the rigging, add to it. 

Senator Porrer. Would you need a boom like this to load or 
unload a Patton tank, for example? 

Admiral Witson. You would be very close to needing it. In 
present and contemplated design of military tanks, you would strain 
and probably exceed this “jumbo”’ type that I have referred to. In 
locomotives, you definitely do need them. 

Mr. Drewry. Can you think of any possibility of there being a 
real commercial utilization of this type ship under the American flag? 

Admiral Wiutson. Well, I am sure it would be competitive. I 
refer, again, to the fact that there are under foreign flags some 15 of 
these ships operating. 

Mr. Drewry. In what service do they perform, in locomotive 
carriage? 

Admiral Witson. Locomotives are the important items, yes. 

Senator Porrer. I would assume you would have heavy mining 
equipment, for example, and things of that kind. 

Admiral Wiison. I am sure there are other movements in commerce 
which would require that on a specialized basis. The field is completely 
dominated by foreign-flag shipping at the moment. 

Recommended merchant-ship-construction program: A joint analy- 
sis by representatives of the Maritime Administration and the Navy 
Department of the total civilian and military requirements for mer- 
chant-type shipping upon the outbreak of war, compared with the 
current capability of the United States active merchant fleet, has been 
made. In terms of the general types of ships recommended herein, 
this analysis indicates a deficiency in actual ships as follows: 

It is important to note at this point I am talking about actual ships, 
and we have left the realm of measurement of notional ships. 

Senator Porrer. This includes ships in the laid-up fleet? 

Admiral Witson. No; this includes the active fleet, plus those other 
planning factors that I mentioned earlier, the estimated activation 
which could be accomplished from the Reserve fleet in the first initial 
short period, the accumulative losses, the ships under effective United 
States control, and all those other planning assumptions that I referred 
to previously. 

Senator Porrer. This is a deficiency today, and not 10 years—— 

Admiral Witson. This is as of December 31 inventory. 

Senator SmarHers. What is the normal life expectancy of these 
ordinary cargo ships? 
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Admiral Wiuson. As an opinion, I would say 20 to 25 years. I 
think that is probably a little optimistic. There are many factors 
that would enter into it, depending on the type of cargo they have 
hauled, the general wear and tear that has taken place, the degree of 
maintenance and upkeep that has been exercised. I think 20 to 25 
years would be a very reasonable figure. 

Mr. Drewry. That is the physical life expectancy of the ship, 
aside from the question of obsolescence? 

Admiral Wixson. Yes, considering a ship that has been active that 
long. 

In terms of the general type of ships recommended herein, this 
analysis indicates a deficiency in actual ships as follows: 

(a) One hundred and sixty-five cargo ships. (The approved pro- 
gram for the construction of the remaining 28 Mariners has been con- 
sidered. ) 

(b) Six passenger ships equivalent to the P-2 class. 

(c) Forty-three tankers equivalent to the T-5 class. 

Senator Porrer. Your P-2 class is not the Constitution or United 
States type? 

Admiral Wrison. No; it is basically a military design. 

Senator SmatHerRs. Do you have any charts to show the size of 
these ships, the P-2 and the T—5? 

Admiral Wruson. We have some pictures here. Some of these 
ships are not currently in existence. 

Senator Porrer. Is that normally considered your combination 
ship, your passenger and cargo? 

Admiral Witson. No. The troopships cannot be counted on for 
any sizable cargo over and above the equipment that moves with the 
troops and has to move with the tropos. 

Senator SmatuEers. What is your designation of a troopship, T—5? 

Admiral Witson. The Navy designation is the symbol P. 

Senator SMatuerRs. What are those designations? P isa troopship. 
What is T? 

Admiral Witson. You get iato a complicated field there. The 
Maritime Administration has one designation and the Navy fleet has 
another. 

Senator SmatueErs. All designed to confuse legislators. 

Admiral Witson. And for other purposes, also, sir. 

Senator SmaTHers. There is no secret about it; is there? 

Admiral Witson. No. It is a convenience in labeling and designa- 
tion which has grown up. Perhaps there hasn’t been sufficient coordi- 
nation between the two agencies. 

Senator SmarHers. What are your designations, just for my own 
information? Does P stand for passenger ships or troopships? 

Admiral Witson. The Navy has two designations for passenger 
ships, AP. The letter A always signifies, in the Navy designation, 
“auxiliary” as contrasted with a combatant ship. AP is a transport 
and APA is an attack transport, specially fitted with amphibious 
boats, and, generally speaking, a smaller ship than an AP. Those are 
the two classifications of passenger ships. 

As regards cargo, an AK is a general-cargo ship, and a AKA is an 
attack cargo ship. 

In tankers, we use the designation AO, the Navy does, for oilers. 
The Maritime’s designations generally are C for cargo, P for passen- 
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gers, and T for tankers, and the number following signifies the size 
and the general design. For instance, you could have a C-2, C-3, or 
C—4 cargo, and a P-1, P-2, and so on in passenger. 

Senator Porrrer. The size increases as the number increases? 

Admiral Witson. Yes, generally speaking. The latest Mariner is 
a C4, larger than the previous C-4’s. I am afraid that is a very quick 
treatment of a somewhat complicated matter. 

Senator SmarHers. The airlines have DC~+4’s, DC-—5’s, and DC-—6’s. 
They are newer and more modern, and ordinarily bigger. It would 
seem the Maritime Administration sort of follows that same 
designation. 

Admiral Witson. That is correct. This is the picture of our latest 
troopship. This is the Geiger class. Here is a typical P-2. It isa 

2-stack transport of about 4,000-troop capacity. 

Senator Porr ER. What ship today would fall in that classification? 
Do we have any? 

Admiral Witson. You mean, in commercial? 

Senator Porrrer. Commercial fleet. 

Admiral Witson. The Gordon and the LaGuardia are both P-2’s 
They are both laid up now. They are slightly smaller than the 
Constitution and the Independence. 

Senator Porrer. You haven’t recommended a need for the super- 
liner? 

Admirl Witson. As I expressed myself on that before, Senator, 
we recognize the United States as a most valuable asset to the defense 
of the United States. Her capacity and her speed, particularly, we 
feel to be most important. But for a construction program, we would 
not recommend an unbalance in that. I think we could well absorb 
another United States, perhaps two more. But we wouldn’t want to 
see the entire passenger ship construction program tied up in ships 
that size. 

Senator Porrer. You recall during the war we chartered the Queen 
Mary. I think we paid about $100 million for the use of that ship 
during World War II. 

Admiral Witson. It was based on a head basis, per passenger basis. 
It was an extremely useful but expensive proposition, as far as the 
United States was concerned. 

Senator Porrer. You are not recommending any more superliners 
at this time. You say one or two might be desirable, but that is not 
part of your recommendation, is it? 

Admiral Witson. We feel a better procedure would be to bring this 
deficiency, which is actually six ships, up by a more- 

Senator Porrer. You would rather have 6 of tee: other than 2 
more of the superliners? 

Admiral Wiison. Yes, sir. 

Mr. Drewry. How many notional troopships would the United 
States constitute? 

Admiral Witson. Four and a half, ultimate. 

Mr. Drewry. You spoke of the Liberty design as being the notional 
dry-cargo vessel, and the T-2 as the notional tanker, and the P-2 as 
the notional troopship. 

Senator SmatHers. What is that terminology? 

Senator Porrer. It is a term of measurement they use. They 
talk of so many notional ships. They mentioned the fact the big 
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superliner would be 4% notional ship requirements. It is a unit of 
measurement. 

Senator SMatuHers. I am not sure that I understand it. 

Admiral Witson. It means to convert total passengers or total 
cargo into ships. Once you do that, once you establish that unit 
of measurement, then you can refer any specific ship to a so-called 
notional and get a ratio immediately. 

Mr. Drewry. In your reference to the deficiency, you speak not 
of the P-—2’s as notional, but as a class in which you are deficient. Is 
it your thought that this deficiency should be made up by construction 
of vessels of the P-2 class? 

Admiral Witson. Yes, definitely. This refers to actual ships here. 
It so happens that the notional, in the case of transports, is a P-2. 

Mr. Drewry. That wouldn’t satisfy-—— 

Admiral Witson. It does not happen to be a P-2 either. The 
notional is 2,400 troops. 

Mr. Drewry. Carrying out the program that was projected for 
the 2 passenger vessels for Moore-McCormack and the 2 for Grace 
wouldn’t contribute toward overcoming this deficiency? 

Admiral Wiison. Yes; very definitely. 

Mr. Drewry. They are not of the P—2 class, are they? 

Admiral Wiison. You are approaching P-—2 characteristics. You 
take that in broad terms. We certainly wouldn’t insist on every 
detail of the P-2 design. What I was indicating was the relative 
magnitude as to size and speed, and so on. 

Mr. Drewry. Would those four ships make up the deficiency 
which you know of? 

Admiral Witson. I am not familiar with the design of those four, 
as it is now proposed. I would think they would come very close to it. 

Mr. Drewry. Has the Navy Department approved the plans and 
specifications for those four? 

Admiral Witson. I am not able to say whether they have or not. 
I don’t know whether they have progressed far enough for the Navy 
to pass on the plans and specifications. 

Senator SmatHers. Are they being built now, the four you are 
talking about? 

Admiral Wiuson. No; they are being considered. 

Senator SmMatHeRS. When does the Navy enter into the picture? 
Does the keel have to be laid? 

Admiral Wirison. No. The plans are presented to the Navy for 
comment and to judge the national defense features while they are 
still very definite plans. 

Senator SmatTHeERs. That is for every ship that is built under this 
subsidy program? 

Admiral Wiison. Yes. 

Senator Porrer. These four ships have been approved by the 
Maritime Commission as being eligible for a construction subsidy, 
but, as you recall, Senator Smathers, they knocked it out in the 
Appropriations Committee. 

Admiral Wiuson. If they have progressed to that stage, Senator, 
I am not familiar with those details. If they have progressed to that 
stage, I think it is a reasonable assumption to say that the Navy 
has approved them. But the Bureau of Ships of the Navy Depart- 
ment would be the agency that would do that. 
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Senator Porter. However, as I understand, these ships were to 
replace other obsolete ships. I don’t know whether you would be 
gaining anymore 
_ Admiral Writson. You would be if you laid up those obsolete ships 
in the fleet. If the Maritime Administration took custody of those 
ships and laid them up as part of the reserve fleet, it would be a gain. 

Mr. Drewry. This discussion of deficiency takes into account the 
vessels in the reserve fleet? 

Admiral Witson. To the extent only that you can activate those 
vessels in this first short period. 

Senator Porrzer. A majority of our ships in the reserve fleet are 
practically so obsolete they would be useless in the next war? 

Admiral Wiison. That may be true in some passenger ships. The 
big bulk of the reserve fleet is in these Liberty ships, which we have 
activated in limited numbers. 

Senator Porrrer. They are pretty slow, aren’t they? 

Admiral Wiuson. Ten knots. 

Senator Smatuers. How long can you keep a ship inactivated, laid 
up, before it actually deteriorates, or does it deteriorate at all? 

Admiral Wiuson. They do deteriorate. It depends on how much 
money you are willing to spend to deactivate the ship. The Navy’s 
program of mothballing is quite expensive and very effective. The 
ships probably can remain in the inactive fleet, as a guess, or esti- 
mate, I would say, 20 or 30 years. Probably their design capabili- 
ties 

Senator Smatuers. And then still be almost as good as you put 
them in? 

Admiral Wiison. That is correct. 

Senator Porrsr. A lot of your obsolescence is due to the fact that 
your military requirements outdate the requirement at the time the 
ship was constructed? 

Admiral Wiison. That is correct. That would be more true in 
the case of combatant ships than in the maritime ships. The Mari- 
time’s layup program is reasonably effective and, of course, much 
cheaper than that used-by the Navy for their combatant ships. 

On the occasion of Korea, a sizable number of those ships were 
broken out and they were found to be in pretty acceptable condition. 
They had been laid up, some of them, 4 or 5 years at the time we 
broke them out. I think beyond probably 10 years, you would expect 
quite expensive repairs upon activation. 

Senator Porrer. Don’t we have this one big danger facing us, 
Admiral, that the vast majority of our ships were war-constructed 
ships aad we will be faced here ia the 1960’s with a block-obselesceace 
problem of all our ships becoming obsolete it about the same time? 
It will present quite a problem, either if we wiit until obsolescence 
comes on us of mass producing ships agiin, or by a gradual buildup 
to take care of the obsolescence problem as we come iato it. 

Admiral Witson. I think you will always be confronted under 
conditions of war, Senator, with a problem of mass production. The 
very nature of the change of pace or requirements between what is 
commercially feasible and the enormous demands of war would just 
automatically put you in that position. 

But it is true that the reserve fleet, aad to a very large extent the 
active fleet, is rapidly approaching obsolescence. Of course, there 
is a limit to how long you can keep the reserve fleet in that status. 
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Senator Porrer. Didn’t we experience the situation after World 
War I, when the obsolescence set in, that rather than replace the ships 
our merchant marine practically vanished? 

Admiral Witson. It went down to a very low ebb, of course. The 
Merchant Marine Act of 1936 was intended to improve that situation. 

Senator Smatuers. Are there any ships now being built by private 
companies without the subsidy feature? 

Admiral Witson. With the exception of tankers, I don’t believe 
there is a single ship being built in American yards. 

Senator Smatuers. Not a single passenger ship of the kind that 
would be suitable in time of war is being built at the present time? 

Admiral Wi1son. Specifically, as regards passenger ships, the 
answer is definitely no, there are none. 

Senator SmarHers. Are there any cargo ships being built which 
would be used? 

Admiral Witson. Only the Mariner class of ships which are built 
by the Maritime Administration, intended for sale at an adjusted 
price to private enterprise. 

Senator Porter. Actually, that is the same as the construction 
subsidy? 

Admiral Witson. Yes, it is the same, exactly. 

Senator SmatHers. Are any private companies building any 
tankers today without benefit of subsidy? 

Admiral Witson. Yes, there are some tankers being built, a 
limited number, however. 

Senator SmatHers. Without the subsidy program, it appears no 
passenger ships would be built. 

Admiral Witson. I think that is a correct statement. I think the 
Maritime Administration would be in a better position to answer 
that than I am. But that is my definite understanding. 

Senator SmarHers. I am seeking information. I do not know 
anything about it. I am just trying to find out how much Govern- 
ment incentive and participation it takes to get some ships built. 
As you say, there are no passenger ships, no cargo ships to your 
knowledge being built today. 

Admiral Wiison. That is right, sir, except for the Mariner class. 

Senator SmarHers. Which I understand are being built under the 
jurisdiction of the Maritime Administration and are later to be sold 
at an adjusted price. 

Admiral Witson. That is correct. 

Senator Porter. I believe we have had statements to the effect that 
without our construction subsidy program and our operating subsidy 
program, we wouldn’t have any American passenger vessels, because 
you can construct in foreign countries, such as Japan, a ship at 50 per- 
cent of the cost of doing it in our yards, and our merchant marine can’t 
compete with foreign passenger vessels with the labor costs, and the 
other operating costs that are involved. 

So the only way we can have passenger vessels, that are needed, as 
shown from the evidence so far, is by our construction and operating 
subsidy programs. Proceed, Admiral. We wandered off the subject 
considerably, but I think it was helpful. 

Admiral Wiison. Based on these deficiencies it is recommended 
that a construction program be initiated at the earliest practicable 
date aimed at: 
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(a) Reducing these deficiencies to the maximum degree and at as 
rapid a rate as commercial utilization and the national economy will 
permit, and 

(6) Providing a realistic means for replacement of existing tonnage 
now rapidly approaching obsolescence. 

Senator Porrer. I take it you mean by No. 1, it would be folly to 
build ships and then put them in a fleet—— 

Admiral Wiison. I don’t think it would ever take place. The 
greatest thing we could hope for is a program aimed at reducing the 
deficiency. I don’t think it would be feasible, economically, politi- 
cally, or any other way, for the Government to subsidize to any degree 
the construction of ships that would immediately go into lay-up. 

Senator Porrer. Unless it can be used for commercial purposes, 
despite the deficiency that exists, you wouldn’t recommend that we 
construct those ships? 

Admiral Witson. No, sir. Anything that was done of that nature, 
and certainly would not be done in the field that I am discussing 
here, would have to be done by the Navy under appropriated funds. 

It is not within my province to recommend the form of a financial 
incentive which must be undertaken either by private financing or 
by the Government to persuade private shipping companies to accept 
newly constructed vessels either as additions to their fleet or as re- 
placements for vessels owned by them which are becoming obsoles- 
cent. However, I desire to emphasize that such an augmentation 
and replacement program is definitely in the national interest. 

Basis for the rate of the proposed ship construction program: 
One basic factor to be used in the development of a specific annual 
construction program is the necessity for the maintenance of a certain 
number of private shipyards in operation sufficient in number to form 
the base for expansion in time of war to meet mass-ship construction 
programs. The Department of Defense desires to emphasize that the 
existence of these active privately owned and operated shipyards, 
together with the skills of the shipyard workers and the capability 
of the tools, equipment, and facilities, is an essential factor to the 
national defense. 

Senator Porrmr. Admiral, does the Navy use any of the private 
shipyards? 

Admiral Wiison. Yes. We use the private shipyards to quite a 
considerable degree. MSTS expenditures for ship maintenance and 
overhaul are better than 90 percent to private shipyards. The Navy, 
yenerally, in the combatant fleets has used private shipyards, particu- 
arly for auxiliary types, and now is considering even the further 
expansion of that program to maintain the capacity and the man- 
power of those private shipyards. 

Senator Porrer. Do you have any figures as to the cost of construc- 
tion or repair done in the private shipyards? 

Admiral Wiison. Not anything that is conclusive. We use private 
shipyards in MST as a matter of basic policy, because our ships are 
very similar, almost duplicates in many cases, to commercial ships. 
We get a very quick job and generally a highly satisfactory job. We 
are not dealing in complicated electronics and gunnery installations, 
such as you would find in combatant ships. Our ships are pretty 
generally commercial in type. There is no real necessity to put those 
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ships in the navy yards where specie! skills are required that are not 
normally found in the peacetime makeup of private yards. 

Senator Porrer. We had probably better ask somebody from in- 
dustry this question, or the Maritime Board, but is much of our 
repair work by owners and operators of our own merchant ships done 
in foreign yards? 

Admiral Wiison. I would estimate that a relatively small percent- 
age of it is done there. I think, generally speaking, the commercial 
shipping industry supports American shipyards in repair and overhaul 
of their ships quite extensively. 

Of course, it is the Navy’s policy, and MSTS’s policy to do that. 
We permit no repair of our ships in foreign yards other than that of an 
emergency nature. 

Senator Porrer. Are the LST’s that are shuttling back and forth 
to Japan and Korea handled by MSTS? 

Admiral Wiison. Yes. They are Government-owned ships and 
they are under MSTS custody. 

Senator Porrir. Why are those ships manned by Japanese seamen? 

Admiral Wiison. We inherited those ships as a result of the 
Japanese Peace Treaty. Prior to that time they had been operated by 
the Japanese under the Supreme Command Allied Forces Japan, under 
a special arrangement which was primarily for the purpose before 
Korea of repatriating Japanese from behind the Iron Curtain and 
other places. 

At the time of Korea, those ships were taken over—not taken 
over—employed by the military forces in the Far East as an essential 
adjunct to the fleet that was out there. 

Senator Porrer. Was there any reason why we had to keep the 
personnel? 

Admiral Witson. Yes. There are some practical reasons why we 
had to keep the personnel. In the first place, it has been our general 
experience throughout Korea that we have had considerable difficulty 
in manning ships assigned continually to that area with American 
seamen. 

In addition to that, these ships would have to be completely re- 
furbished in the matter of crew accommodations to bring them up to 
the standards required for American seamen. They are only being 
maintained, not as military ships at all, to a degree of maintenance 
necessary to serve as point-to-point transportation out there. We 
operate them under a contract with a Japanese company in a manner 
similar to the way we operate our tankers with a company, in which 
the contracting company provides the manning. 

Senator Potrer. Do you have any other ships where you have 
foreign seamen? 

Admiral Winson. We have other ships assigned in Japan, and 
where part of the crews are Japanese. That is in accordance with the 
overall policy of the Defense Department and the Government, to 
use indigenous personnel in these occupied areas to the extent it is 
feasible to do so. 

Senator Porrer. Have you endeavored to try to secure American 
seamen for those positions? 

Admiral Witson. We have a considerable number of American 
seamen out there. We have 10 C-1l-type operating exclusively in 
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Japan now under general agency agreement with the Maritime which 
are completely manned by American seamen. 

Senator Porrer. I am now referring just to the LST’s. Do the 
personnel have a union? Are they organized? 

Admiral Wivson. In our owa ships they are Government employees 
under civil service. Therefore, we cannot demand or inquire as to 
whether they are members of a union or not. It is not a requirement 
for hire. The fact that they are a member of a union does not disbar 
them from employment. We are not permitted or required to ask 
that in hiring. 

Senator Porrer. There is no bargaining then between MSTS and 
the union? 
r¢ Admiral Wiison. We are required by law to comply with all the 
maritime agreements. Our wage scales and benefits, and other features 
of the labor-management contracts are adbered to. 

In some cases, under the rules of civil service, we exceed those 
benefits, in the matter of leave, particularly. We have recently, as 
an example, granted on a retroactive basis the same increase in wages 
that has been recently exercised in the maritime industry. We are 
required by law to do that. We have no choice in the matter. 

Senator SmarHers. Everybody who works on a ship that, we will 
say, is under Government contract, the seamen, are thereby governed 
by the rules and regulations of the Civil Service Commission? 

Admiral Witson. No, sir; that is not correct. The ships that we 
have custody of, we have what we call a nucleus fleet of some 260 ships 
of all types and craft, some of which are very small and of an amphib- 
ious nature, those ships are under our own custody and are manned by 
civil-service personnel, Government employees. 

In addition to that, we currently have about 300 ships under charter. 
Those ships are manned by the contractors with merchant-marine 
personnel, exactly the same as any other ship in private industry 
would be manned. 

Senator Porter. With your Government-owned ships, while the 
personnel is under civil service, did I understand you to say they 
receive the same benefits that other merchant seamen receive? 

Admiral Wiison. That is correct. 

Senator Porrer. The same wage scale, the same ship accommoda- 
tions, and so forth? 

Admiral Wiutson. That is correct. Of that 260 that I mentioned, 
there is 1 important exception. We have 62 tankers that are included 
in that 260 that are operated under contract to private tanker com- 
panies. Those ships are manned by merchant-marine personnel. 
So of our nucleus fleet of 260, 198 are manned by civil-service— 
actually, I have to make another correction—30 LST’s are included 
in that, which are manned by Japanese. One hundred sixty, approxi- 
mately, of those ships are manned by civil-service employees. The 
other 2 groups, 1, the contract tankers, under American flag, are 
manned by merchant seamen, and the 38 LST’s in the Far East which 
are manned by Japanese. : 

Mr. Drewry. That nucleus fleet of the MSTS is the number you 
consider necessary to be operating under the custody of MSTS at 
all times? 

Admiral Witson. No, definitely not. That is the number that we 
consider necessary at the present time. 
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Mr. Drewry. That takes Korea into account? 

Admiral Wixson. It is flexible and subject to change with world 
conditions. 

Mr. Drewry. Would it be too much to ask you to speculate what 
the size would be if there was not Korea at this time? 

Admiral Wison. If you did not include in the question a summary 
of the rest of the world situation at the same time. I don’t think you 
can isolate Korea. 

Mr. Drewry. Can we do that, and assume that there was nothing 
except in most minor overseas operations? 

Admiral Wixtson. I think you can use this as a yardstick. In 
military shipping, the key to the size of our enterprise is basically 
predicated on the number of troops overseas, the number of United 
States forces overseas. If you bring home five divisions, you will see 
very drastic cuts in our shipping requirements. 

As long as you maintain those forces overseas, their logistic support 
must be assured. ‘T'he fact of whether or not they are in combat will 
perhaps vary our requirements by 10 or 15 percent, but not more than 
that. The troops and forces and aircraft and machinery have to be 
maintained, whether they are in combat or not, and the difference in 
tempo would be of perhaps 10 or 15 percent in nature. 

Mr. Drewry. That concerns the nucleus fleet under the custody 
of the MSTS. 

Admiral Wiuson. It concerns the entire MSTS fleet and its entire 
scope of business, actually, because included in our scope of business, 
in addition to these 500 ships which I have mentioned, 300 of which 
are privately owned or operated, there is also heavy support, reliance 
upon the berth liners. 

Senator Porrrr. When hearings were held on MSTS a few days 
ago, it was most difficult to determine the cost in the MST operation. 
As a matter of fact, I think it was conceded that the supplying of the 
shipping could be done cheaper by private operators than by the 
Government. 

Admiral Wiuson. I am not prepared to say on that, Senator, 
whether it can be or not. I think your previous statement must also 
be qualified. It is very easy, and something we can give you on 
very short notice, to determine what our costs are for the movement 
for any commodity or passengers, if you accept the premise in the 
beginning that our costs by directive and not by choice of ourselves, do 
not include military pay and do not include any depreciation or 
taxes. Those things should be recognized in the beginning. 

Senator Porrer. That was the point I made, that it was difficult 
because those are real cost items. 

Admiral Witson. Yes. 

Senator Porrrr. That if they were taken into consideration, it 
was more costly for the Government to be in the shipping business 
than to have the private operators handle the shipping. 

Admiral Wiuson. There has been a great deal of folklore and myth 
created about the Goverament being in the shipping business, Senator, 
by this mechanism of MSTS. I would like to cite a few facts that 
come readily to mind. Eighty-five percent of our total cargo has 
moved by ships of the private industry. 
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Senator Porrer. Eighty percent? 

Admiral Wiuson. Eighty-five percent. We have moved consist- 
ently 15 percent or less in our own ships. Of some $638 million 
expended in our operations in fiscal 1952, we paid directly to private 
industry $475 million, or 75 cents of every dollar. 

I think a better term than saying that we are in competition with 
private industry would be to say that we are the coordinators for the 
Department of Defense in the use of private shipping. I think the 
facts will bear out we have used private shipping to a very high degree. 

Senator Porrer. When you have a cargo to move, do you endeavor 
to secure private shipping or move it yourself? 

Admiral Wiison. We are guided by a policy declaration on the 
part of the previous Secretary of Defense, which has been reaffirmed 
by this administration. We are also guided by a joint agreement 
between ourselves and Commerce, which states in principle this: In 
the movement of cargoes for the Defense Department, we depend first 
upon the capabilities of our own ships. That has proven, by fact, 
to be some 15 percent of our total movements in dry cargo. That is 
the first priority. 

After that, we utilize to the maximum practicable extent the 
services offered by the commercial berth liners. Next in priority is 
that we utilize by time charter privately owned shipping which is 
suitable and is made available to us on a voluntary basis. We have 
no means of compelling private shipping to be made available to us. 

Then, after those methods have been exhausted, we utilize Govern- 
ment-owned, but privately operated ships, operated for us by the 
Maritime Administration under General Agency Agreement. 

Senator Porrer. Did you ever utilize any trampers? 

Admiral Witson. We utilize currently, I think, about 140 tramp 
ships under charter. It changes from day to day. The current 
tempo of that is about 140 ships under charter. 

Senator Smaruers. Eighty-five percent, then, of the cargo which is 
moved to Korea and from Korea is handled in private ships today 
under contract with the Navy? 

Admiral Witson. Privately owned ships or privately operated ships 
These general-agency ships contribute considerably to that picture, of 
course. They are privately operated under general-agency agree- 
ments with the Maritime Administration. 

I think quite sigrificant in that, and of some bearing on the subject 
this morning, is the composition of those two groups of ships. We 
have, in the privately owned time charter category, better than 90 
Liberty ships, these slow 10-knot ships that I spoke about. The 
balance is made up of faster ships that have been made available to us. 

In the general agency fleet, we have currently 140 Victory ships, 
which are 16-knot ships. The difference in types of shipping is very 
appropriate for this subcommittee to consider, this whole question of 
obsolescence and slow types currently available in the American 

merchant narine. 

Senator SMarHers. When you have the need for cargo ships, and 
you don’t have them yourself, that is, the Navy doesn’t have them, or 
the Government doesn’t have them, do you go out and bargain with 
some private owners? 
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Admiral Witson. That is exactly what we do. 

Senator SmatHErs. Do you have different standards? Might you 
get a ship from owner A at a much less cost than you would from 
owner B, or do you have a rate that is established? 

Admiral Witson. No; we definitely do not have a fixed rate. We 
have carefully avoided that. We couldn’t live with a fixed rate be- 
cause of the contracting regulations of the Government. We pay the 
market rate, or very close to the market rate. Our charters have 
varied from a low point of around $1,250 or $1,275 a day, when the 
commercial activity was at a low ebb, to as high as—this is a Liberty 
ship I am speaking of—something better than $2 2,000 a day when the 
activity, commercialwise, and MSA and all the other things that enter 
into it were at a very high peak. 

So our experience has been throughout that range. Currently, I 
think, our average would probably fall somewhere around $1,600 a 
day. It varies considerably with the trend of the times. We have 
recently paid, in the last few months, as high as $1,800 for a Liberty 
ship. There has been a $600 difference’ there within the last year’s 
time. 

Senator SmatHERs. The cost you would have to pay would be 
greater as the competition would ‘be greater, and the cost to the Gov- 
ernment would be less as there was greater ‘availability of ships? 

Admiral Wiuson. I am sure that is correct. It is responsive to the 
law of supply and demand, as most other Government procurement is. 

Research in Department of Defense on development of improved 
merchant-type vessels and their cargo-handling equipment and facili- 
ties. Acting under a directive issued by the Secretary of Defense, the 
Chief of Naval Operations has designated the Military Sea Trans- 
portation Service as the steering agency in the Department of Defense 
to coordinate studies and make recommendations to the Secretary of 
Defense concerning the improvement of merchant-type vessels with 
special emphasis on the development of new designs and characteristics 
of their cargo-handling equipment and facilities. 

In addition, the Secretary of Defense has designated Vice Adm. 
Francis C. Denebrink, USN, commander, Military Sea Transporta- 
tion Service as the representative of the Department of Defense on a 
committee comprised of military officials, officials of the Maritime 
Administration, and officials of the private shipping industry. 
Through this medium, the development and recommendations ap- 
proved by the Secretary of Defense will be made available to the Gov- 
ernment and private agencies interested in the modernization of the 
United States merchant marine. 

Conclusion: I wish to inform the committee that the Department 
of Defense is continually consulting and coordinating its studies with 
the Maritime Administration as to the size and characteristics of the 
desired active operating United States merchant fleet and the desired 
composition of the national defense reserve fleet. The complexity 
of this study and its vital importance to the national economy and 
national defense require a complete study that will take considerable 
time and effort. The information which I have given to the sub- 
committee today is the latest which has been developed to date. 
This joint effort on the part of Defense and Commerce will be of a 
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continuing nature, resulting in recommendations which, it is hoped, 
will be acceptable to the Congress for eventual Government support 
for the modernization of the United States merchant marine. 

Senator Porrer. Admiral, I assume in the so-called target fleet 
which you have mentioned here as being desirable for national-defense 
purposes, that in arriving at the size and composition of that fleet, 
you took into consideration tensions that exist in the world today; 
it is projected on today’s conditions and can change one way or another, 
I assume, if world conditions would change? 

Admiral Wiuson. That is correct. It is based primarily on the 
emergency plans of the Joint Chiefs of Staff. Of course, those plans 
are under continual review and are changed in accordance with the 
changing strategic situation and the world situation. 

Senator Porrer. If it wouldn’t violate security requirements, I 
would be interested if you could elaborate a little more on what we 
expect in the line of shipping from our allies, our NATO countries, 
in case of war, in case of an emergency. 

Admiral Witson. That subject is under active consideration, 
Senator. It, to a very considerable degree, is classified. I think, in 
general terms, you could state you could expect assistance to a limited 
degree. 

I thirk we would be on a foundation of sand if we relied on it very 
extensively. It is one reason for the expression in this statement 
which said that it was the opinion of the Department of Defense that 
we should rely primarily and basically on a United States-flag mer- 
chant marine for the defense of the United States. 

Senator Porrer. In other words, it is your position that a merchant 
marine would be in a little different category than, say, land defense? 
We do consider the joint efforts of the NATO countries in case of an 
emergency for land defense, air defense, and I assume the same is 
true with naval defense. You feel it would be foolhardy on our part 
to rely upon the merchant shipping to any appreciable degree to aid us? 

Admiral Witson. I thirk our best statement, perhaps, is that the 
ideal situation would be-where each of the allies in any such joint mili- 
tary undertaking was fully competent and capable to supply the logistics 
of their own forces. To that extent, in a joint operation, you would 
certainly pool your shipping efforts. But for us to depend on some 
foreign shipping to provide our logistics would be a very weak reed 
to lean on. 

Senator Porrer. I assume that the merchant marine, as would be 
true of every other category and branch of our armed services, in 
case of an emergency, despite the fact that if the target were reached, 
would not have enough? 

Admiral Witson. I would like to point out the target I have set 
out in this statement is only for the initial early period. Your 
assumption is absolutely correct on that. We were considering the 
operating fleet, the ships that would have to be in a going condition 
upon the outbreak of an emergency. 

Senator Porrer. What was your experience with the availability 
of our Allied fleet during World War II? What was our experience 
there, do you recall? 
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Admiral Witson. Of course, we received very material assistance 
in some categories, particularly in the use of the Queens, and other 
passenger ships, as transports, point-to-point transports particularly. 

We received and gave considerable assistance in the matter of 
cargo ships and tankers. I think it wasa mutual exchange, predicated 
as much on availability, of positioning, of ships as total number. 

Senator Porrer. I don’t know if this is a proper question to ask 
you or not, Admiral. It seems to me we are experiencirg not a new 
industry, but a new source of commerce in the world today, particu- 
larly as far as ore carriers are concerned. I am speaking now of 
—— ore carriers. 

Certainly, from a defense standpoint, it would seem to me it. would 
be very essential that we have some oceangoing ore carriers. Today, 
I don’t believe there is an available oceangoing ore carrier. We have 
new sources of ore supplies. The Labrador Range will be opening up 
within a matter of 1 year. We have ore available in South America 
and Africa. It seems to me that is one area which somebody should 
give serious consideration to in the construction of ore carriers for 
this trade. 

Admiral Wiuson. These requirements here, Senator, are based 
primarily on military needs. 

Senator Porresr. i realize that. 

Admiral Witson. We certainly recognize, as a part of the essential 
civilian economy, under emergency conditions you would require the 
transportation of that ore. 

As ore carriers are applied to military purposes, they have their 
greatest appeal as being readily convertible to tankers. It is possible, 
as we get into this container-type ship, that ore carriers could be 
converted to that. I am not too familiar with the designs that are 
contemplated. They are, I think, somewhat parallel to the ore carrier 
commonly in use on the Great Lakes, where there are engines aft, and 
a long expanse of cargo holds, and so on. 

Senator Porrmr. I think the American-Hawaiian Lines are pre- 
paring, now, to construct soine ore carriers for the Labrador route. 

Senator SMatHEeRs. How much help are we getting in the Korean 
effort as far as ships are concerned from our allies? 

Admiral Wiuison. Well, it varies with the capabilities of our allies. 
In our transport of troops, for instance, we are called upon and make 
periodic voyages with troopers to pick up replacements or initial 
increments to go into Korea from 6 or 7 foreign countries. 

We get into some very difficult administrative problems on those 
troopers, where we have Belgians, Dutch, Greeks, Ethiopians, and 
Thailanders and Americans all on the same little ship. It presents 
quite a problem. We even have been faced with the problem of 
pe an arrow on the king post that points to Mecca all the time, 

aving special foods for these people, the Turks, and so on. They 
don’t eat certain things we like to eat. 

Senator SMatHers. Are we supplying most of the ships? 

Admiral Witson. We are supplying 100 percent, with the exception 
of these heavy-lift ships, of our ships for our own forces, and a very 
sizable percentage of the shipping required for foreign contingents. 

I think the British principally do some of their own logistics, but 
most of the other countries are practically completely dependent upon 
us for the movement of cargoes and men. 
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Senator SmatuHers. If you achieve this target which we are talking 
about here, what percentage more ships would we then have as com- 
pared to the end of World War II? 

Admiral Witson. It would be a relatively small percentage. I 
don’t have the figures on it. We are talking here of the operating fleet. 
Just take the example of cargo ships themselves. We currently have 
in active and reserve fleets approximately 2,000 cargo ships. We are 
talking about an increase here of 165. So it is of that nature of 
magnitude. 

Senator Porrer. Admiral, I wonder if you would be available 
tomorrow morning at 10 o’clock? We are not sure whether we will 
need you then or not. If you could be, we would appreciate it. Mr. 
Drewry will be in contact with you this afternoon. The committee 
will recess until tomorrow - - o’clock. 

(Whereupon, at 12:05 p. m., the committee recessed, to reconvene 
at 10 a. m., June 17, 1953.) 
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MERCHANT MARINE STUDIES 


WEDNESDAY, JUNE 17, 1953 


Unitrep States SENATE, 
SpeciAL SUBCOMMITTEE ON MARITIME SUBSIDIES 
OF THE CoMMITTEE ON INTERSTATE AND ForEIGN COMMERCE, 
Washington, D. C. 

The subcommittee met, pursuant to call, in room G-16, Capitol, 
at 10:07 a. m., Senator Charles E. Potter, presiding. 

Present: Senator Potter. 

Also present: Mr. John M. Drewry, special counsel to the sub- 
committee. 

Senator Porter. The subcommittee will be in order. Admiral 
Wilson, if you will honor us by coming back to the stand, we would 
appreciate it. 

Admiral Wilson, the testimony you gave yesterday is one of the most 
enlightening, and I might even say refreshing things that has happened 
in years, insofar as tangible Department of Defense expressions relative 
to the defense requirements of merchant shipping is concerned. In 
my opinion, it should not be unique—but should be standard procedure 
for us to receive a statement of your Department’s views on these 
matters and for you to appear before the Appropriations Committee, 
also, to support, from your side, to the extent you should, the various 
Commerce proposals for passenger-ship programs, prototype vessels 
and so on. 

Your statement yesterday was most compact and complete, covering 
a complex subject in relatively few words. We asked you to come 
back this morning so we could, by further questioning, elaborate on 
some of your points in yesterday’s testimony. 

You stated in your testimony yesterday that you were representing 
the Department of Defense and indicated that you were working in 
close cooperation with the Department of Commerce in developing the 
overall fleet requirements you discussed. Now, can you tell us just 
what the organizational arrangement is between the two Departments 
to assure the continuance of the type of projected planning you dis- 
cussed? 


STATEMENT OF REAR ADM. R. E. WILSON, USN, DEPUTY COM- 
MANDER AND CHIEF OF STAFF, MILITARY SEA TRANSPORTA- 
TION SERVICE 


Admiral Wiison. Senator, some months ago the Navy Department, 
for the Department of Defense, was designated as the action depart- 
ment to deal with the Maritime Administration in these considerations. 
We have organized a planning group, and have not only organized it, 
but we have it in effect, consisting of representatives of the Military 
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Sea Transportation Service and the Bureau of Ships, on the part of 
the Navy, and the appropriate representatives of the Maritime Ad- 
ministration, on the other part. 

We have had and are continuing to have frequent meetings on the 
subject, formal meetings. In addition to that, we have groups work- 
ing jointly on the determinations of the acceptable answers to these 
problems. 

Senator Porter. It is a continuing group? 

Admiral Wiison. It is a continuing group. 

Senator Porter. Has it been formalized in any name committee? 

Admiral Wiison. It has been formalized by an exchange of corre- 
spondence between the Secretary of Commerce and the Secretary of 
the Navy, in which the membership has been named and the general 
guidelines given to the group as to what is desired to have them 
consider. We have arrived at a tentative agenda. We have attacked 
the first phase, represented by that outline agenda, and are continuing 
with the work. 

The statement I presented yesterday represented the current 
status of this first phase, which was to determine the appropriate 
size of the active, operating United States merchant fleet from a 
defense point of view, and the estimated civilian requirements in time 
of emergency. 

Senator Porrger. When you speak of “phase,” are you speaking 
of phase in the planning for the size and composition of the fleet, 
or was the size and composition of the fleet the first phase? 

Admiral Witson. That was the first phase. 

Senator Porrer. What are your anticipated discussions from 
here on going to be? 

Admiral Wiison. We expect to continue to determine, as well as 
the active fleet, better figures on the requirements of our reserve 
fleet; in other words, the total national defense fleet, its characteris- 
tics, the possibilities as to what can be done on a long-range basis to 
modernize it. 

* There have already been byproducts of that study. It has already 
become apparent to us that the physical deployment, you might say, 
the lay-up of the reserve fleet, as now in existence, is not cpaeriabaty 
realistic. There are other angles that I am sure will develop that 
require a considerable amount of study and changes in the present 
scheme of things. 

Senator Porrer. From a defense standpoint, are you concerned 
at all with the locations of the various trade routes? Are you in- 
terested in developing and having new trade routes developed, or 
trade routes with certain countries? Does that have a national- 
defense aspect? 

haart Witson. I wouldn’t say that it directly did. Indirectly, 
of course, it does. Anything that is done along that line, to better 
provide commercial utilization of the merchant marine, to strengthen 
it, modernize it, certainly has a bearing on national defense. The 
matter of the import of critical materials has a bearing on it. 

Senator Porrer. That is what I had in mind. 

Admiral Witson. Aside from that, under full mobilization consid- 
erations, which we are considering basically, the commerce of the 
United States gets to be what is essential to support the war effort. 
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There would be, I am quite sure, a considerable shift of pattern in 
that thing over that prevailing in peacetime. To the extent that it 
has an influence on the adequacy of import of critical materials, on a 
general plan to strengthen and keep strong the merchant marine, 
there is a defense interest. Beyond that, it is pretty much commercial 
and economic. 

Senator Porrer. Apparently the Northern Hemisphere is the area 
where most tensions are today. In case of an all-out war, I assume the 
battleground, land, sea, and air, would be in that area. 

I ask the question. I know it is a little abstract. I am thinking 
of possibly whether we have shipping facilities, dock facilities, and so 
forth, in some of these remote areas that might possibly be needed in 
case of an all-out war. 

Admiral Witson. I think anything that can be done to improve any 
phase of shipping, in which you have any assurance will remaia there 
in time of conflict, is important. 

I think you also have to recognize that combat conditions may 
change that pattern considerably. What is appropriate and neces- 
sary, or what should be encouraged from a commercial point of view 
in peacetime, will not necessarily, by sheer weight of circumstances, 
prevail in war. ° 

Senator Porrer. Mr. Drewry, do you have some questions? 

Mr. Drewry. Admiral, when was this joint group of Defense and 
Commerce set up? 

Admiral Witson. I don’t have the exact date. It was, I would 
guess, in midspring that we started actively ov the thing, of this year. 

Mr. Drewry. It is contemplated it will be a continuing thing; not 
only a matter of starting off with this first phase of determining what 
the active fleet ought to be, and then going on into the reserve fleet, 
and overall requirements, but that will be under constant review as 
time goes on? 

Admiral Witson. Yes. It will have to be under constant review 
to make it at all realistic. You cannot make a flat, final determination 
as of a certain date. 

What you determine in May of this year may be considerably in 
error in May of next year. 

Mr. Drewry. That was my point. Over the past years, there 
have been a number of very useful studies made that have been useful 
as of the time they were made, and then promptly seem to have been 
forgotten or put aside. In that connection, there is an agreement of 
October 1951, between the Department of Commerce and the Depart- 
ment of Defense, concerning the relationship between MSTS and MSA. 
Can you tell us, from the standpoint of the Department of Defense, 
whether that agreement has worked out satisfactorily? 

Admiral Wiuson. Yes; I think that agreement has worked out 
quite satisfactorily. We have no fault to find with it whatever. 

Mr. Drewry. Do you feel it has resulted in a more economical use 
of merchant shipping as a result of it being in force? 

Admiral Wiison. I think it serves to formalize and give public and 
full recognition to the guidelines which both agencies would have 
operated under, perhaps, without an agreement. It definitely for- 
malizes that and documents it. 

Mr. Drewry. From that standpoint, it would be more efficient by 
reason of being—— 
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Admiral Witson. By reason of being a complete understanding in 
the thing, yes. 

Mr. Drewry. That would form a basis for future utilization in the 
event of emergency to our merchant shipping? 

Admiral Wixson. Yes, the agreement covers not only conditions as 
existing at present, but also deals in the matter of what would prevail 
under mobilization conditions. 

Mr. Drewry. Admiral, you spoke of the need for a phased ship 
construction program. Could you elaborate on that a little more, 
how it should be phased, the total number of personnel that wceuld 
seem to be required in the shipbuilding industry to carry it out, perhaps 
the number of ways that you owed consider would be a necessary 
minimum to be maintained and in operation during the course 

Admiral Wiuson. I can’t give anything specific on that. As of 
now, I think it well could be thoroughly developed as a product of 
this group’s efforts, and undoubtedly will be. To say specificaily as 
to the number of ways required and shipyard workers is a very broad 
and complex problem, when you consider that those same ways and 
shipyards are definitely included in the support of the combat Navy, 
as well as the merchant marine. 

There is a great deal of coordination which has to be exercised be- 
tween the two. So far as the Navy is concerned, the chief of the 
Bureau of Ships is officially designated as the coordinator of ship- 
building and repair. In that task, he must work very closely with 
the Maritime Administration, which is charged with a similar job for 
merchant-type shipping. 

Senator Porrer. We have how many private shipbuilding yards— 
four? 

Admiral Wiison. We have a great many more than that Senator. 
The preponderance of private shipbuilding facilities and manpower 
in peacetime, I am sure, is on the east coast. But there are a great 
many facilities on the west coast, some of which are inactive and 
can be reactivated, and many of which are active. 

I think it is significant to note, I believe the figure is correct, that 
some 63 percent of the total construction of combatant ships in the 
last war was done in private shipyards. So you have that, super- 
imposed on the demands of the merchant marine. 

Senator Porrer. We run into a situation today where American 
shipowners can construct new vessels in foreign yards cheaper than 
they can be constructed here, even with the construction subsidy. 
I am thinking now, again, of the reconversion of the C-4-type vessels 
that the American-Hawaiian Lines are trying to reconvert in Japanese 
yards. 

It would seem to me it is a dangerous situation to let develop. 
I am fearful that unless a more positive action is taken by the Congress, 
there will be a continuing drying-up of our own shipyards. 

I am wondering if you had any suggestions, or would care to com- 
ment, on this problem of keeping the trained personnel there and the 
facilities active for use in case of a national emergency. A ship- 
building yard in Japan, for example, may not be of too much value to 
us in case of a war, but it would be valuable to us to keep our ship- 
building program in Norfolk, or Baltimore, wherever it may be, 
operating. 
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Admiral Witson, I think the problem is well recognized. I believe 
in regard to a specific answer to it, that the proper agency to testify 
would be the Maritime Administration. I think it is worthy to note 
that Congress has recognized this problem in the past, within limits 
at least, in that American-flag ships, or American-owned ships which 
are built in foreign yards are prohibited by law from engaging in 
domestic or coastal trade. 

For example, a tanker built in Japan cannot transport oil from the 
United States Gulf to eastern seaboard points. They must make their 
lift from a foreign port to the United States. There are those restric- 
tions which serve to keep some construction in the United States yards. 

Mr. Drewry. Do you agree that, insofar as it is possible to do so, 
it is just as important to make some tangible assessment of our ship- 
building requirements, as well as for our active fleet, in order, for one 
thing, to make the matter comprehensible to the Congress, in line 
with what the chairman just suggested? 

Admiral Wiuson. I think that is most important, and probably of 
equal importance as the size of the active fleet. I think you would be 
very naive to assume that an active fleet would reach such proportions 
as to meet the military requirements under mobilization conditions. 
Almost inevitably, upon mobilization, you would be launched in a 
large-scale shipbuilding program, both for the Navy and for the 
merchant marine. The speed and efficiency with which you can 
launch such a program will completely depend on the facilities of 
private-yard facilities that are available. 

Mr. Drewry. This phased construction program would be a thing 
that should be presumably undertaken right away, on the basis of 
your statement yesterday for the need right now of a total of some 
214 notional ships, and an indication that a good bulk of the remainder 
of the reserve fleet is obsolete or fast becoming overage. It is your 
thought that such a program should be undertaken as soon as possible, 
is that correct? 

Admiral Wixson. Yes; that is correct. That is the Defense Depart- 
ment’s position, recognizing all the difficulties that are inherent in that. 
I certainly don’t believe you build ships just for the sake of building 
them, to be laid up in a reserve fleet. I think that idea is completely 
untenable. What you do, short of mobilization, is done in accordance 
with the commercial demand and economic need. I can’t visualize, 
in my mind, any program that would contemplate construction of 
ships to immediately go into layup. I think that is fantastic, and I 
don’t think it would ever be done. Whatever can be done to build 
ships, and commercially employ them in the interim between now and 
a possible mobilization, regardless of how long that interval might be, 
is most appropriate. 

Senator Porrrer. Certainly the ships that we do build should be 
built in American yards. 

Admiral Witson. I think definitely, yes. 

Mr. Drewry. Just a little bit apart from that, I understand in the 
military overseas procurement program there has been—I don’t know 
the exact figure—about a quarter of a billion dollars that has gone for 
the building of combatant vessels for foreign nations in foreign yards 
at our expense. Would it be possible to work out a cooperative 
arrangement with the Department of Commerce whereby they could 
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get — of your cost experience in the building of those vessels 
abroa 

Admiral Witson. I think that could be done without question. 
I am not in a position to give a definite answer. But I can see no 
roadblock to it. 

Mr. Drewry. Those ships, as I understand it—I am not too familar 
with that program—that are being built foreign are small and very 
specialized. 

Admiral Wiison. You would have to interpolate or extrapolate, 
perhaps, to get into the kind of thinking we are talking about here, 
or labor rates, overhead costs, and all those things should be readily 
available. 

Mr. Drewry. Yesterday, in speaking of the prototypes, you 
mentioned the “roll-on, roll-off” ship and the container-type ship. 
I wonder if you could elaborate more on that? You mentioned, I 
believe, that the “roll-on, roll-off” type was being used to some extent 
commercially. Can you tell us in what size ship you have this in 
mind, or whether there are several sizes, whether you have given any 
thought to possible commercial utilization of them with the special 
features in them which you recommend, such as the compartmenta- 
tion? Could you just give us more of a detailed discussion of what 
exactly you had in mind in that type of vessel? 

Admiral Wizson. I might say, first, there are in existence commer- 
cial designs of both these types which we feel are susceptible to very 
efficient and reasonably quick alterations to completely meet military 
needs. They are not just “dream” ships. There are in existence 
designs which, with slight modifications, could be rendered completely 
suitable for military purposes. 

In the “roll-on, roll-off’ ships, we mean a ship of the order of 500 

r 550 feet, with a beam corresponding, draft within the limitations 
which I mentioned in my statement of yesterday, with a speed of 
20 knots or better, of commercial design—the one I looked at this 
morning has a speed considerably in excess of that—a ship that is 
capable of taking 300 to 500 vehicles of all the miscellaneous militar 
types, and they get to be very complicated, some of them outlandish 
sizes and dimensions, and some of them very small and compact, 
rapidly loading and unloading those by using their own wheels. 

The ship would have a stern ramp which, by adjustment of the 
ramp, could either be considered a dry well, which means that you roll 
off onto a barge, or other smaller craft, or a wet well, which by dropping 
the ramp further, you can bring amphibious types or floating barges 
almost into the ship, really, and roll this equipment off. 

It would have side ports, which would permit you to wheel these 
vehicles on and off to a pier at which the ship is moored, and it would 
have an internal ramp or elevator or mechanism to permit you to 
quickly stow the cargo when it is rolled aboard. That particular ship 
has a commercial appeal from the standpoint of handling trucks and 
truck trailers, and that sort of thing. 

Mr. Drewry. Are any of them in actual operation? 

Admiral Witson. The only ones that are in actual operation now 
are the sea trains, which are a modification of that, somewhat re- 
stricted. As I mentioned yesterday, they require a very special 
terminal at both ends of their runs, to roll railroad cars on and off 
through the stern port. 
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Mr. Drewry. I think you spoke of the lack of compartmentation, 
too. 

Admiral Witson. That is one of the things that haunts us. The 
natural desire, in ships of that type, is to get the maximum utilization. 
In order to get that, you minimize your compartmentation in the ship. 
It is relatively easy to design a ship which is commercially very 
efficient and economical, and still have it very much of a hazard under 
combat conditions. If some element of stability and flotation is not 
included in the design, the ship becomes very useful, perhaps, but 
very dangerous, also. 

Mr. Drewry. I am getting a little out of my field, but how would 
you employ the full reach of the ship, which I would assume you would 
want to do, for the rolling on and off of these vehicles, with satis- 
factory compartmentation? 

Admiral Wison. It can be done at some sacrifice in capacity. 
It can be done to an acceptable degree by the use of internal ramps or 
elevators which permit you to spot this cargo internally in the ship, 
and still maintain a one-compartment standard. The one-compart- 
ment standard means the ship will remain afloat and relatively stable 
if any one compartment is flooded. That is a common standard in 
cargo ships. 

In troopships, particularly those used by the Navy, we strive to 
make it a two-compartment standard. That means it will remain 
stable and afloat if two compartments are flooded. 

Mr. Drewry. I have heard criticisms that the roll-on, roll-off idea, 
where the vehicles would, for instance truck trailers, would be stowed 
on board with their own wheels, that in operation there would be 
danger of damage to the trailers themselves unless there is very 
expensive and space-consuming gear installed to keep the body of the 
trailer from working on its undercarriage. 

Admiral Witson. There would be required special features to 
handle that, but I don’t think this is an insurmountable problem. 

Mr. Drewry. The container-type ship wouldn’t be faced with that 
problem, as I understand it. 

Admiral Wiison. No; the container-type would be rectangular 
containers which stow well. 

You might get into what we call “broken stowage” of what goes into 
the individual containers. 

Mr. Drewry. Do you have in mind containers that would be of 
the dimensions of a trailer-truck body? 

Admiral Witson. The Army Transportation Corps has a very 
active program on this container business. The Navy has, too, as a 
matter of fact. They are coordinating between themselves. They 
contemplate about 3 or 4 standard sizes, which will give you that 
degree of flexibility as regards particular cargo. 

Senator Potrer. Are there any container-type ships now being 
used in the commercial trade? 

Admiral Wiison. There are no container-type ships. There is a 
commercial design for container-type ships. ave is a picture. We 
are shipping a small amount of military cargo in containers to the 
western Pacific now, as an experimental program. 

I think that will give you a picture of a commercial design, which is 
very similar to what we have in mind. These are pictures of con- 
tainers that have been considered. 
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Senator Porrer. One thousand cubic feet is a good-sized container. 

Admiral Wiison. Some of these are fairly large. It has another 
advantage that can’t be completely overlooked, in that it provides a 
greater security en route and in transit, rather than when shipped in 
bulk 

Senator Porrer. You wouldn’t have the breakage? 

Admiral Wiiuson. The breakage, pilferage, or all the other things 
you run into. It, administratively, slipelilis things in the matter of 
documentation, detailed manifests of cargo, and so on. It has a lot 
of appealing advantages over and above the pure military considcra- 
tions. 

Mr. Drewry. You spoke yesterday, Admiral, of MSTS working 
sort of in charge of studies to work out some of these problems for 
the utilization of merchant ships, including questions of research and 
design. Is there, at present, any such activity anywhere in the 
Department of Defense? Is the Bureau of Ships, for instance, em- 
ploying any sizable or significant group working on research in vessel 
design, cargo ships, handling equipment, or things of that sort? 

Admiral Wiuson. The group that I referred to yesterday is a com- 
mittee within the Department of Defense, or a group within the 
Departme nt of Defense, in which the Bureau of Ships is represented, 
and the Army and Navy shipping agencies are represented, as well 
as MSTS. MSTS has been designated as a steering agency for that 
group. 

They utilize the full technical facilities of the Bureau of Ships and 
other interested agencies in the development of these things. Many 
of these ideas that we have discussed previously have originated in 
that group. I won’t say necessarily “originated,’’ but the group has 
jelled the thing that has been sort of floating around in the upper 
strata until some catalytic agent caused it to jell. I may be confusing 
my chemistry a little, but perhaps I have expressed my thought. 

Mr. Drewry. Have there been actual designs at least begun on 
these prototypes that have been mentioned? 

Admiral Wiison. Yes. We have a design of a roll-on, roll-off. It 
is in a classified status at the moment. But, in general, it covers the 
features that I have described. We are currently working on this 
container idea. 

Mr. Drewry. You spoke of the C-2- and C-3-type vessels as 
being very practical from the defense standpoint. Can you elaborate 
just a little on why they are considered so at present, and whether 
you consider that that basic design should be continued into the 
future, or whether some suggested basic changes are—— 

Admiral Witson. These two cargo ships I described yesterday in 
my formal statement are actually in size and general characteristics, 
I think you would say, between the current C-2 and C-3 designs. 
They are, perhaps, a little on the side of being closer to the C-3’s. 
They are a little smaller than the Mariners, and probably will have 
more commercial appeal than the Mariners. The Mariners are pretty 
large ships for many commercial routes. : 

The Maritime could give you a better idea on that than I can. 
From a military point of view, that moderately sized, high-speed 
ship is very, very handy in the ports we contemplate we would have 
to go. 
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One thing that haunts us in future military operations is the 
absolute necessity for quick turnarounds in any port that is subject 
to combat conditions. You cannot afford, with modern weapons, 
to expose shipping any longer than is absolutely necessary. They 
must get in and out as quickly as it possibly can be done. On that 
device hinges the success of many military operations, as we see them, 
in the future. 

Mr. Drewry. Would you say the Mariners are equipped with the 
most efficient developments to date to accomplish that quick ‘urn- 
around? 

Admiral Wiison. I think the Mariners have many, desirable fea- 
tures. We are currently operating all the Mariners that are in 
existence, that have left the shipyards. We are finding them to be 
very satisfactory ships for our purposes. I wouldn’t say that they 
represent the ultimate or the last word. There are undoubtedly many 
improvements that could be made. Hindsight is always a fine thing 
in the design of ships, as well as any other activity. 

If you did the Mariners over today, there undoubtedly would be 
some changes that would be desirable. 

Mr. Drewry. You spoke of the phased construction program, and 
also the containers. Would ywu favor further use of the so-called 
rolling-wing deck to apply to existing ships while you are waiting for 
the construction program to get underway? Would that be a device 
which is now in being which would contribute materially to an increase 
in speed and efficiency? 

Admiral Witson. I think it has its applications. I don’t think you 
would just adopt it automatically. It would be a matter of fitting it 
in where appropriate. 

Mr. Drewry. It has been found to be valuable in certain circum- 
stances? 

Admiral Wixson. I think that is correct. 

Mr. Drewry. There is no discussion, Admiral, for reasons which I 
think we understand, of particular employment of American merchant 
shipping, but can you discuss the relative advantages, if there are 
any, of having in being a coastwise and intercoastal shipping in time 
of war or emergency? 

Admiral Wiison. I think you have to separate out the intercoastal 
from the coastal, in that I believe you will find, and I certainly will 
bow to the opinions of Maritime and the industry in this, that inter- 
coastal shipping is no different than offshore. 

Senator Porrer. From the west coast to the east coast? 

Admiral Wixson. Very similar to the ships that would be employed 
in the offshore trade. Coastal shipping, from a military point of 
view, has an advantage of providing the commercial development of 
smaller types of ships which can be, and have proven in the past 
wartime experiences, to be extremely useful. 

Mr. Drewry. What about the point that has been frequently made 
about the immediate availability of ships in the domestic trade that 
you can just reach right out and pull in, whereas the shipping in 
foreign trade is a little harder to get at? That point frequently has 
been pressed before committees of Congress. 

Admiral Witson. I think that is an important factor in our planning 
here. In determining our military requirements we have had to con- 
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sider, in this first short, initial period, the availability of existing 
ships, and allow rather high factors for nonavailability, as a matter 
of fact, because they would be offshore somewhere, and it would take 
time to get them positioned for a military lift. 

Senator Porrmer. Admiral, I represent a Great Lakes State. We 
used to have package freight ships. We used to have passenger vessels 
on the Great Lakes. I know during the war that the Government 
took over all ships of that kind, including those from the Great Lakes. 
Today that trade has completely dried up. I don’t believe we have 
a package freight vessel on the Great Lakes. We have a few car- 
carrying vessels, automobile-carrying vessels. We have that in com- 
bination with passenger facilities, to a certain degree. 

Would that argument you gave, that these ships are available, also 
not apply to ships on the Great Lakes? 

Admiral Witson. I think it would to a somewhat limited degree. 
I don’t desire to get into the ancient acrimony between deepwater 
sailors and fresh-water sailors. There are features of design in Great 
Lakes’ ships which do not, under all conditions, render them suitable 
as oceangoing ships. 

Senator Potrer. They have been used, however, in the past, 
haven’t they? I don’t know what they were used for, particularly. 

Admiral Wriison. I assume some of them have. 

Senator Porrrr. I assume there was a certain amount of conversion 
on those ships to make them suitable. 

Admiral Witson. I am not too familiar with that, Senator. There 
are differences in design between a ship intended to Great Lakes 
service, and one that would be suitable for offshore use. 

Mr. Drewry. Further along that line, in time of war, the entire 
transporation system of the country is actually at full capacity. In 
regard to coastwise shipping, would you see any great need for the 
further development of coastwise shipping in order to relieve the 
pressures on the railroads and the highways in the event of bombing 
attacks? 

Admiral Witson. I think that could be done as a matter of milita 
expediency or necessity. I don’t think we would be completely safe 
to assume that the water offshore would be particularly safe either. 
I think our own coasts were strewn with considerable wreckage duri 
the last war, before we could bring the situation in hand. You woul 
certainly use any avenue that was open under such emergency con- 
ditions. It would be possible to divert other ships to that trade if 
you had to. 

Mr. Drewry. I was thinking of whether there would be a national 
defense or emergency justification for considering the development of 
designs of vessels to reestablish that trade because of their potential 
importance in time of emergency, rather than diverting ships that 
were already in the offshore trade. 

Admiral Wiison. It would represent another demand on the total, 
overall shipping requirements. I don’t think you could very well 
substantiate special designs in peacetime to handle that situation; in 
other words, you could utilize Liberty ships, or Victory ships, or any 
that are in being for that purpose, under emergency conditions. 

Mr. Drewry. It would have to depend on the development of some 
commercially feasible program, rather than one of national-defense 
features, for instance? 
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Admiral Witson. Yes, unless it would be in the commercial appli- 
cation of some of these prototypes, that you found a greater use for 
them coastal than otherwise. That might well be true with a roll-on, 
roll-off ship, where they are relieving highway congestion by transpor- 
tation of trucks and wheeled vehicles in coastal trade. 

Mr. Drewry. You spoke of the importance of the maintaining and 
operation of the active fleet, if possible, with a certain number of 
tramp ships in peacetime. Do I understand that when you speak of 
tramp ships, you are speaking in terms of the same type of vessel 
that you are speaking of otherwise for the berth services, that is, 
modern, highspeed, efficient vessels; you are not thinking in terms of 
the Liberties? 

Admiral Wixson. In that statement, I was speaking of ships that 
were available that were not committed to regular sailings, that were 
not a part of the established service, that were tramping, actually, 
and were available for charter. 

Mr. Drewry. Can you foresee a continuing need for a reasonably 
long period of time of tramp vessels in the service of the MSTS to 
carry military cargoes? 

Admiral Wiison. Definitely, yes. We make a very heavy reliance 
on the charter of ships for that purpose. I said yesterday that 85 
percent of our total business was transported in ships other than those 
under our own custody. There will certainly be no slacking of that 
percentage. 

Mr. Drewry. Even if there were a very considerable further 
drying-up of foreign-aid cargoes, there would still continue to be, 
for a iong time, a need for tramptype shipping? 

Admiral Witson. We would expect that percentage would remain, 
We would still look to time-chartered and berth-operated ships to 
handle at least that much of our total business. 

Mr. Drewry. You spoke of the situation of the dry-cargo fleet, 
there being a requirement of 13,899,600 dead-weight tons, corres- 
ponding to a requirement for 1,287 notional dry-cargo ships. As I 
understood your statement, you were speaking of what would be 
desirable, and not necessarily just what we had at the moment. 
Does that figure take into account the matter of speed, as well; does 
that refer to the 18-knot speed? 

Admiral Wiison. No. There, again, we are being confused by 
this term ‘‘notional ships.”’ 

In making any of these determinations, you start with require- 
ments. Your requirements in the case of cargo are generated in 
terms of tons. In the case of troops or passengers, they are generated 
in terms of bodies to be moved. Then, you move from that stated 
requirement to something that you can realistically measure. The 
means of moving from that to an inventory of available shipping is 
through this yardstick, this term of measurement of notional ships. 

Mr. Drewry. Then if the desired new types came along, your 
overall number of ships would be reduced from what is now—— 

Admiral Witson. In the first part of the statement that you refer 
to, where I mention tonnages and notional ship requirenents, that 
was the first stage. Then, back along, as I remember, on page 7 or 
so of my statement, we got into actual ships. I prefaced that by 
saying “In terms of ships which we have considered,” in other words, 
in terms of the new types or the type of ships that we consider to be 
acceptable, this represented so many actual ships. 
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In the interim, there, we have made that conversion, from notional 
ships to actual ships having those characteristics. 

Mr. Drewry. The “actual” referred to an actual deficiency? 

Admiral Wiison. That is correct. We also eompared that with the 
fleet in being. 

Mr. Drewry. What I was getting at, we have X number of ships 
now, a large proportion of them being Libertys. As they are re- 
plac ed, or as the fleet receives the newer type ships with the recom- 
mended speed and other characteristics of cargo handling, and so on, 
then the total number of ships would be presumably considerably less 
than what we have at the present time? 

Admiral Wiison. Let me explain the mechanism that went on 
there. These requirements are generated, originally, in tons of cargo, 
barrels of petroleum, and bodies, as far as troops and passengers are 
concerned. We convert that to notional ships of those types, having 
stated capacities. 

Then we take an inventory of the existing fleet in those types. 
That is quite a complicated thing, in that you have so many Libertys, 
you have so many Victorys, you have so many Mariners, and all the 
other types. You convert that to notional ships. Then you are on 
common ground. You have your requirements expressed in notional 
ships; you have your inventory expressed in notional ships. You can 
very readily, then, do it. You are dealing with bananas and bananas. 
You can very definitely, then, make a direct comparison and deter- 
mine what the deficiencies are. 

Then you have a deficiency in notional ships, or perhaps a surplus. 
It coud work out either way. You convert that deficiency or surplus 
into actual ships of a particular type. That is the final stage. That 
is what is represented in the last page there. It is a matter of getting 
everything down to a common unit of measurement before you can 
make a comparison. 

Senator Porrrer. As to the ships that do not meet the speed re- 
quirements you recommend, you would not consider that ship, then, 
as being in your capitulation? 

Admiral Wiison. Yes, sir; they are all considered in arriving at 
that deficiency. The entire inventory of the United States active 
fleet is considered as of the 31st of December. That was in ships. 

As an attempt to illustrate that, suppose that came out to be, in 
cargo, 100 Liberty ships, 50 Victory ships, and 10 Mariners. You 
convert that to notional ships. It just so happens that the notional 
ship is a Liberty ship. When you consider your 100 Liberty ships, 
you come up with 100 notionals for that. The 50 Victory ships are 
about 1.2 notional ships apiece. So the 50 Victory ships would count 
as 70 notional ships. The Mariners are 1.6. So your 10 Mariners 
would count as 16 notional ships. You add that up to arrive at your 
notional-ship inventory. 

Mr. Drewry. In your conversion to or from notional ships, it is 
not only the unit capacity per ship, but also its speed and efficiency is 
taken into account? 

Admiral Witson. That is true. It is speed and-capacity. It is 
true in any one of the types, cargo, tankers, or passengers. 

Mr. Drewry. As the existing fleet becomes modernized by newer 
ships, and assuming that the basic requirements remain the same, 
fewer ships can do the job 
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Admiral Witson. You would have fewer ships to equal the same 
number of notional ships, that is correct. For instance, as I stated 
in the statement yesterday, for the approved program for the 28 
Mariners still to come out, those 28 Mariners, in terms of notional 
ships, are worth 35 notional ships. 

Mr. Drewry. Twenty-eight are still to come out? 

Admiral Wiuson. Yes. There are 28, as of the date of this inven- 
tory. 

Mr. Drewry. Admiral, at this time, as I understand you, you are 
not really prepared to go into any detail on the reserve fleet, in any 
program of livening it up? 

Admiral Witson. We have not reached a point yet in these con- 
siderations where we can give you anything definite on that. 

Mr. Drewry. There are many questions related to that problem. 
If you are not prepared at this time, and will be in the near future, I 
think we would save time by waiting for it. 

Admiral Wiuson. I would like to ask you for a definition of the 
‘near future.” If you are speaking of a period of the next 3 months, 
or 2 months, I could say “‘Yes.”” But if you mean sometime in the 
next week, no. 

Mr. Drewry. I would assume in the next 2 or 3 months. 

Admiral Witson. I think definitely we will have a much better 
idea of the situation by that time. 

Senator Porrer. That is what is under discussion at the present 
time? 

Admiral Witson. We will have more within that time than now. 
Up to now, we have considered primarily the operating fleet. 

Mr. Drewry. Before the next session of the Congress? 

Admiral Wiison. I am sure we will. 

Mr. Drewry. We have two other witnesses. We would like to 
hear them, if we can. 

There is one thing I would like to have you submit for the record. 
I would like to have you submit a tabulation of the characteristics of 
the different types of vessels we have been discussing, insofar as you 
can. I believe Commander Murphy said such a tabulation would 
be available. 

Admiral Witson. You mean, of the prototypes? 

Mr. Drewry. P-2’s, C—2’s, and that sort of thing. 

Admiral Wiuson. Existing ships? 

Mr. Drewry. Yes. 

Admiral Witson. That is easy to do. 

(The material referred to is submitted as follows:) 


MIiraRY SHA TRANSPORTATION SERVICE, 
Washington, D. C., September 2, 1952. 


MERCHANT-SHIP CLASSIFICATIONS 


Maritime Administration designs are classified by three groups of letters and 
numbers which identify the ship’s characteristics, as C4—S—la. 

Group 1 indicates the type of ship such as cargo, passenger, tanker, and so forth, 
and its approximate length. This information is listed in table 1. 

Group 2 indicates the type of machinery, number of propellers, and whether 
passenger accommodations are for more or less than 12. able 2 contains this 
data. 

Group 3 indicates the chronological order of design and variations or modifica- 
tions to the basic design. 


45110 O—54— pt. 1——35 
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TABLE 1 


Length designation (load waterline in feet) 
Symbol Type of vessel 





Cargo, unlimited service (un- 
der 100 passengers) - - - . ._. : 
Passenger, unlimited service 
(over 100 passengers) . ...... 
Barge -_. 4 
Great Lakes se hi 
Greal Lakes passenger 
Inland cargo. 
InJand 
Great Lakes tanker (ore- 
ee etinntanepemaond 


Coastwise cargo..__.........- 
Coastwise passenger __........ 
Refrigeration 


POZ MA<How vw Oo 


o 
@ 
nm 

z 
¢ 


U<a4 
3 
BETE 
<4 
j 
ae 


EEE SIND. ncndncccbencncliseencilen 








1 Under. 

3 Over. 

3 This letter will be assigned to plans received from outside companies, If designs are develo from these 
for contracts a design letter will be assigned. This special designation will apply to certain Navy Depart- 
ment vessels which may be built by the Maritime Administration and those of such a special nature that 
they fall outside of any of the designations given in table 1. 


TABLE 2 










Type of machinery ees pro- | Under 12 Over 12 


passengers | passengers 


Diesel electric. 
Gas turbine 


Example.—C4—S-—la is shown, by table 1, to be a cargo ship between 500 and 
550 feet long at the loaded waterline; table 2 indicates it is a single-screw ship, 
steam machinery, having 12 or less passengers; the numeral 1 of the third group 
indicates the first design classified while the letter a indicates the original arrange- 
ment of this particular design. This letter can be varied to reflect major changes 
such as addition of passengers, conversion to troopship, and so forth. If accom- 
modations for 50 passengers were added to a C4—S—1a ship, it would be reclassified 
as C4-Sl-1b. The third classification would become 1b, since accommodations 
for more than 12 passengers were added; the second classification group would 
become §1; and the first group would not change since these accommodations 
are for less than 100 passengers. 

The letters E and V are prefixed to Emergency or Victory ship construction. 
For example, the basic Liberty ships are gemaeenet EC2-S-C1 and the Victory 
ships VC2-S-AP1. The absence of the E or fre: indicated that the design 
is in the long-range category, for example, C2-S—AP1. 
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Stowage factor versus dead- non draft 


Re Rs dite i oi eo atersi Ate ili aac sedans seeds iubuweluwe 44.1 

CHIN Git o dca vio Kp erg Seto wt ke eae rs tee a eso mieaiete 44.8 

CPO» Scicth node ctiesaneeevke Pe ee eo eee eee tS 49.8 

Victory Delemicitess anatmetrhe aoe eae ; owe 5 i de oe le nas aes 51.8 

CFR ct ots a tv ne ake 2G Oa eb ik a ok Ck ann Ue 2 . §8.7 

Cl lg ts & > ance tins snbic ows Vell ec) ne ees 59. 9 

ee. ee eet eee ne ee ee see cateea “Ee 

: 4— S-la a | PA a ep Re ak PP 64. 0 
Seis ated title, & idards abs oie isd ais sack diene 68. 1 

Bale cube 

he LCs dnias Sse nin 6 cee eaniataectea aie ele ene 499,573 (less deeps). 

|, ee I a iS AS de 5 Ri RIE | RS .... 453,210 (5 holds). 

a cstles ahniclehe: ce werd mnie adidies ine oO elite ee 542,000 (5 holds). 

C3... dese dakal te aaa tee __.... 782,140 (5 holds). 

C 14—(old).- Fa aa i a i a re a a .. 711,580 (7 holds). 

I eset ele! ct wadinn Att get tinte wee aaa on 736,723 (plus 30,000 reefer). 

Ge EOS ITS.. Sot. welbe ct eeaeeaneeene sucaecss ee 

Ce ee ere ee ee eee 448,405 (5 holds). 

Ce ne enero otiks po eeb oe ieee tae eee 227,730. 

GPO Woh cad deed bacunedocad ..-. 561,290. 


Mr. Deswar. Yesterday the matter of the carryings of the Queens 
of American troops during World War II was discussed. I don’t recall 
ever hearing an exact figure on it. The figure usually mentioned is 
either around or over $100 million. 

Admiral Wison. It is a matter of record. We might have to give 
it to you in terms of cost per man or passenger. 

Mr. Drewry. Just 6 u ong as we could see what the total was. I 
think it would be desirable to have that figure. It is used quite 
frequently. 

Admiral Wiison. We can do that. 

(The following letter was supplied for the record:) 


DEPARTMENT OF THE Navy, 
Miuitrary Sea TRANSPORTATION SERVICE, 
Washington 25, D. C., July 10, 1958. 
Hon. Cuaries E. Porter, 
United States Senate, Washington 25, D. C. 

My Dear Senator Porter: In response to a request made by you at the time 
of my recent appearance before the subcommittee of which you are chairman, I 
am enclosing a statement concerning the operation of the British transports 
Queen Mary and Queen Elizabeth during World War II. 

Inasmuch as the Military Sea Transportation Service was not in existence 
during this period I am forced to rely upon information furnished by the Army 
Transportation Corps and the Maritime Administration. To the best of my 
knowledge the enclosure represents a statement of fact. 

It is a pleasure to be of assistance to you in this matter. 

Sincerely yours, 
Rautpu E. WIiLson 
Rear Admiral, United States Navy, 
Deputy Commander, Military Sea Transportation Service. 


STATEMENT CONCERNING THE Use oF THE “QuEEN Mary” AND “QUEEN ELIza- 


BETH” TO TRANSPORT UNITED States MILITARY PERSONNEL Durtnc WorLD 
War Il 


The necessity of pooling American and British shipping was recognized as 
soon as the United States entered World War II. A report of the Joint United 
States-British Planning Committee to the heads of the two Governments, at the 
beginning of their conference in Washington in December 1941, stated: ‘‘No 
major overseas operations can be p2rformed by the United States unless adequate 
shipping is immediately made available for preparation as troop transports.! 


1 The Transportation Corps: Responsibilities, Organization, and Operations. Published by the Office 
of the Chief of Military History, United States Army, Washington, D. C. 1951. 
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Ocean transports ae was one of the major “‘services’’ contemplated 
for exchange under the British master agreement which was executed on February 
23, 1942, to implement the Lend-Lease Act of March 11, 1941.2 It was a two- 
way exchange from the beginning, each side contributing vess2ls which were 
physically well adapted or suitably located to fulfill specific requirements in a 
common cause. In this exchange the British gave the more heavily of troop- 
carrying capacity, because of the assignment of their largest passenger liners to 
the service of the United States Army in the North Atlantic, and the United States 
pre the more heavily of cargo-carrying capacity, by virtue of its tremendous 
reighter and tanker construction programs. In addition to transportation, the 
lend-lease and reciprocal aid (reverse lend-lease) agreements covered all expenses, 
except pay and allowances to crews, incurred by vessels of either nation in the 
poms of the other nation, or in other approved areas. Under the so-called 

nock-for-knock agreement each government waived all claims against the other 
on account of loss or damage of vessels or cargo due to the acts of the other 
government or its agents.’ 

The Queen Mary and the Queen Elizabeth, because of their great size and speed 
were of utmost importance in the movement of American troops. After a brief 
period of service in the Pacific, they served mainly in the North Atlantic despite 
the submarine menace. In February 1942, when the Queen Mary first em- 
barked American troops in the Pacific, her capacity was about 8,200.4 The 
President was reluctant to place so many men on a single ship, but approved an 
urgent recommendation of the Army that this be done, because of the extreme 
need of troop lift to Australia. By April the capacities of the Queen Mary and 
the Queen Elizabeth had been increased to 9,500 and 10,500, respectively. General 
Gross, Chief of Transportation for the Army during World War II, was of the 
opinion that American methods of ance fitting should be applied so that the 
vessels could carry about 15,000. The British did not at once fall in with the 
idea, but further negotiation resulted in agreement and during the summer 
months, the “‘Queens’’ frequently carried passengers approximating that number 
on transatlantic voyages.® 

During the heavy movement of troops to the European theater almost the 
entire space on eastbound transatlantic British sailings was assigned to the 
United States Army. About 21 percent of the troops embarked at United States 

rts throughout the war were embarked on vessels under the control of the 

ritish Ministry of War Transport. During the year 1944 the number of troops 
so transported rose 28.2 percent.’ 

During the period from June 4, 1942, to October 9, 1945, the Queen Elizabeth 
carried eastbound 364,178 United States Army personnel and 11,962 other per- 
sonnel. During this same period the Queen Elizabeth carried westbound a total 
of 104,368 United States Army personnel and 8,337 other personnel. During 
the period between November 5, 1942, and January 3, 1946, the Queen Mary 
carried eastbound a total of 353,939 United States Army personnel and 11,749 
other personnel. During the same period the Queen Mary carried westbound a 
total of 155,716 United States Army personnel and 7,556 other personnel. The 
2 ships have carried a total of 1,017,805 passengers during World War II of which 
938,201 were United States Army personnel.® 

The United States Army also took early steps to forestall withdrawal of foreign 
vessels from United States military service immediately after the termination 
of hostilities, in order to avoid delay in the repatriation of American troops. 
General Gross was desirous not only that the British and other foreign-flag trans- 
ports should continue in troop service but that they should remain under the 
control of the Combined Chiefs of Staff and available for both American and 
British military movements. The British Ministry of War Transport did not 
agree on the latter point, and a British spokesman on the Combined Military 
Transport Committee stated that this was a question which would have to be 
settled between the Prime Minister and the President.® 

No definite agreement on this subject had been reached by V—E Day, but the 
discussion was revived soon thereafter. Early in June 1945 the United States 
Army requested the British to reconsider their reallocation of westbound troop 


1 Ibid., 220. 
3 Ibid., p. 221. 
4 Ibid., p. 224. 
: is Transportation Corps, op. cit., p. 224. 
id. 
7 Ibid., p. 224. 
* Memorandum Relative to the Cea of the “‘Queens.”” (See enclosure (1).) 
* The Transportation Corps, op. cit., p. 226. 
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space for that month, and allocation which greatly reduced the amount available 
to Americans sp from Europe and increased that assigned to Canadian 
apenas. This was followed by a War Office announcement that the Queen 
ary, the Queen Elizabeth, and the Aquitania would be devoted te the transporta- 
tion of United States troops from British ports up to the end of 1945. The United 
States agreed to allocate 10 Victory-type and 2 other small troopships to the British 
in partial compensation.” 
arly in October 1945 the Prime Minister informed the President that he would 
be unable to justify to the British public the further use of their biggest ships for 
United States troops repatriation unless an “equivalent lift’’ could be provided 
for British use. There was a difference of opinion as to what would constitute an 
equivalent lift, and General Gross stated that he would prefer to release the large 
British liners, which were available only for the North Atlantic, rather than give 
up the services of the number of smaller and more flexible ships which the British 
desired. The Joint Chiefs of Staff then agreed that only 1 of the 3 British vessels 
(the Queen Mary subsequently was designated) should continue in United States 
repatriation service and that the other 2 should be released. In December 
arrangements were made for further use of the westbound voyages of the Queen 
Mary until April 1946, primarily to carry British war brides of American soldiers 
and their children to the United States, and for the 10 United States Victory ships 
to continue in British service for a like period." 

The shipping attache of the British Embassy stated that it would be difficult 
if not impossible to determine accurately the cost of operating the ‘“‘Queens”’ 
— the war for the following reasons: ” 

. The ships’ companies’ wages were paid for by direct appropriations from the 
British Admiralty and/or the Ministry of War Transport. 

2. Supplies, maintenance, repairs furnished in the United Kingdom were, in 
some cases, charged against direct appropriations of the Admiralty and/or the 
a of War Transport and, it is understood, in some cases, against reciprocal 
aid. 

3. Supplies, maintenance, repairs furnished in the United States (except troop 
victualing expenses) were generally furnished under lend-lease. 

4. The food for subsistence of United States Army personnel en route, east- 
bound, when furnished in the United States was charged against United States 
War Department appropriations. The subsistence of United States Army per- 
sonnel en route, westbound, was, in part, charged against the United States War 
a appropriations to the extent furnished by the United States Army 
and, B pest was charged against reciprocal aid to the extent furnished by the 
United ingdom. 

It appears from the records of the Treasury Department regarding arrange- 
ments by the United States and United Kingdom for the use of the “‘Queens’’ sub- 
sequent to September 2, 1945, that the British purely for accounting purposes set 
up an arbitrary charge of £20 ($80.70) per man. It appears reasonable to believe 
that this accounting rate is the basis for the reports so frequently heard that the 
United States paid the British approximately $100 per man while transporting 
United States personnel on the ‘‘Queens’’ during the war." 

Mr. Huntington Morse in a memorandum to Maritime Administration, Vice 
Adm. E. L. Cochran, dated June 30, 1952, stated that he had found a memorandum 
and confirmatory correspondence dated January 1946 with the British Merchant 
Shipping Mission, Washington, which indicated that the charge on the Queen Mary 
approximated $1,600,000 per month and that this was the estimated cost of opera- 
tion of the 10 Victories which were made available to the United Kingdom." 


(Enclosure 1) 
Marcu 24, 1949. 


MEMORANDUM RELATIVE TO THE OPERATION OF THE “QUEENS” Durina WoRLD 
War II—(a) Numper oF PERSONNEL CARRIED, AND (b) Cost or SucH 
CARRIAGE 


There is set forth immediately below the statistics as furnished by the Army 
on the carriage of personnel on the North Atlantic. The figures do not include 


1 Tbhid. 

«1 The patie Corps, op. cit., p. 227. 

13 Memorandum wey - the Operation of the “‘Queens.”” (See enclosure (1).) 
18 See enclosures 2, 3, an 

“ Operations of the te oucens’” during World War II. (See enclosure (4).) 
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one trip of the Queen Elizabeth from the east coast of the United States to the 
South Pacific: 
Total personnel 
(a) Number of personnel carried: carried 
Grand total (938,201 Army) 1, 017, 805 


Vessel: 
Queen Elizabeth (June 4, 1942 to Oct. 9, 1945) 488, 845 
Eastbound 


364, 178 


112, 705 
EE oe er ee er en” 104, 368 


Queen Mary (Nov. 5, 1942 to Jan. 3, 1946) 
Eastbound 


(b) Cost of such carriage: The shipping attaché, British Embassy, states that 
it is difficult, if not impossible, to determine the “‘cost’’ of operating the ““Queens’’ 
during the war for the following, among other, reasons: 

(1) The ships’ companies’ wages were paid for by direct appropriations from 
the British Admiralty and/or the Ministry of War Transport; 

(2) Supplies, maintenance, repairs furnished in the United Kingdom were, in 
some cases, charged against direct appropriations of the Admiralty and/or the 
Sade of War Transport and, it is understood, in some cases, against reciprocal 
aid; 

(3) Supplies, maintenance, repairs furnished in the United States (except troop 
victualing expenses) were generally furnished under lend-lease; 

(4) The food for subsistence of United States Army personnel en route, east- 
bound, when furnished in the United States was charged against United States 
War Department appropriations. The subsistence of United States Army 
aa en route, westbound, was, in part, charged against the United States 

War Department appropriations to the extent furnished by the United States 
Army and, in part was charged against reciprocal aid to the extent furnished by 
the United Kingdom. 


(Enclosure 2) 


OrFicE MEMORANDUM, UNITED States GOVERNMENT 


JuNE 30, 1952. 
Al 6—4:102 
To: 100. 
From: 102. 
Subject: Operation of the Queens during World War II. 


Supplementing memorandums of June 2, 1952, and March 24, 1949, in looking 
over British lend-lease and British general files, January 1945 through December 
1947 (1B—66),! I find a memorandum and confirmatory correspondence in January 
1946 with the British merchant shipping mission here in Washington which deals 
with the offset arrangement between the United States and the United Kingdom 
mentioned in the fifth paragraph of my memorandum of June 2. This indicates 
quite clearly that at that time the charge on the Queen Mary approximated 


1 Referred to as commissioners job 50-91. 
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$1,600,000 per month and that our best estimate of the cost of operation of the 10 
Victorys made available to the United Kingdom approximated the same figure. 


Huntineton T. Morse. 
ce: 762(2) 
Noted: 


E. L. Cocurang, 


Administrator. 
June 30, 1952. 


(Enclosure 3) 
JuNE 2, 1952. 


MEMORANDUM OF Mr. Morsz’s TELEPHONE CONVERSATION WiTH Mrs. Parron, 
TreasuRY DEPARTMENT, (Cope 172, EXTENSION 2853) TopaYy 


Mr. Morse told Mrs. Payton he was trying to run down some information on: 
final arrangements made on the ‘Queens’ for troop carriage and actual offset, 
i. e., what final settlement figures were. Further that he understood from Mr. 
Murphy in State that she had a memorandum of an arrangement which we made 
on the Queen Mary covering the period from September to December 31, 1945, 
perhaps extended to January. 

Mrs. Payton said she had a report from the British which Treasury used to 
record charges in their records on offset arrangements. She said the Queen 
Mary was engaged in carrying troops from November 5, 1942, to January 3, 
1946. The statement she has is dated December 31, 1945, but includes the voy- 
age of December 27, 1945, to January 3, 1946. 

Mr. Morse said that he was anxious to get two figures, as he recollected it, our 
arrangement for the continuance of the ‘‘Mary’’ after lend lease went off (Sep- 
tember 1945 but extended for 60 days on shipping) talked about giving them a 
couple of French ships in addition to 10 Victorys blown up for troops. 

o this Mrs. Payton said that there was a footnote on the statement she re- 
ferred to under the Queen Mary deducting from the total charges on this s‘ate- 
ment 45,996 personnel being subject to special arrangements between the Queen 


Mary and Marechal — exchange. The number of personnel carried from 


November 11, 1945, to January 3, 1946, was 45,996 United States citizens. 

Mr. Morse said as he recollected it for accounting purposes about £20 per man 
or $80.70 was used. 

Mr. Morse said he had figures showing the carriage of 528,950 people for us by 
the Queen Mary. 

Mrs. Payton said her statement showed a summary of charges for services and 
supplies rendered United States forces from September 2, 1945, to December 31, 
1945, listing two vessels, the Queen Elizabeth and Queen Mary, giving a break- 
down of personnel by Army, Navy, Marine, Field Service, etc., totaling 133,743. 
Deducted personnel carried in Queen Mary from November 1, 1945, being subject 
to special arrangement, 45,996, leeving a total of 87,747, at £20 per head. 

Mr. Morse then asked Mrs. Payton if they had final settlement figures be- 
tween United States and United Kingdom for the use of the ‘‘Queens,’’ what was 
the actual offset figure and how as the settlement worked out. She replied that 
she had not come across it yet but would endeavor to obtain this information for 
him although it was like ‘looking for a needle in a haystack.” 


Enclosure 4 


To: 100. JUNE 2, 1952. 
From: 102. A16-—4: 102 
Subject: Operation of the “Queens” during World War II. 

Attached please find memorandum furnishing information on subject matter 
as of March 24, 1949. There follows additional pertinent information: 

The troop-carrying capacity of the two ‘“‘Queens’’ (as originally converted 
for wartime uses) was: the “Elizabeth,” 11,027; the “Mary,” 10,595. However 
both of these vessels could and did carry, on special voyages, approximately 
15,000 and this was so when they were employed for repatriation purposes. 

As the attached memorandum indicates, the employment of the “Queens’’ for 
the carriage of United States personnel was handled under lend-lease and reciprocai 
aid (reverse lend-lease) arrangements. There was no exchange of funds between 
the Governments on this shipping phase of lend lease. 
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The termination date for lend lease between the United States and the United 
Kingdom was September 2, 1945. However, both the “Queens” continued to 
carry some United States personnel during the period between September 2 and 
December 31, 1945, and the employment of the Queen ae, for this purpose 
extended through the first part of January 1946. The total United States per- 
sonnel carried by both the ‘‘Queens”’ between September 2, 1945, and January 1946 
was 118,045. he arrangements made for the continued use of the ‘‘Queens”’ 
was done at the request of the United States military. 

The use of the Queen Mary between November 2, 1945, and January 1946, 
during which time she carried 45,996 United States personnel, was in accordance 
with a special ‘‘offset’’ arrangement between the United States and the United 
Kingdom by which the United States agreed, in consideration of the continued 
carriage of United States personnel by this vessel, to make available to the British 
the use of 10 Victory ships which had been converted to carry approximately 
1,500 personnel per ship, and two French vessels, namely the Athos and the 
Marechal Joffre. Under this arrangement the British used the Victory ships 
for repatriation of Empire personnel to and from the Far East. There is no 
evidence that either of the French ships was used. I am advised that this special 
agreement worked out as a complete offset or washout and no charges or accounting 
under lend lease or otherwise were made. 

However, it appears from records now in the Treasury Department regarding 
the arrangements between the United States and the United Kingdom for the 
use of the Queens subsequent to September 2, 1945, that the British, purely for 
accounting purposes on the remaining 72,049 United States personnel carried by 
the Queens during this period (118,045 less 45,996 carried by the Queen Mar 
under the offset arrangement), set om arbitrary charge of 20 pounds ($80.70 
= man. It appears reasonable to believe that this accounting rate is the basis 


or the reports so frequently heard—that we paid the British approximately $100 
per man for transporting our personnel on the Queens duringthewar. I have been 
unable to obtain any evidence, however, in support of a conclusion that this 
arbitrary charge set up for accounting purposes during the period subsequent to 
the termination of lend-lease arrangements was used for similar accounting pur- 
poses in connection with the overall settlement for the period lend-lease was in 
effect. In fact, the lend-lease and surplus peaerty staff of State Department 


believe that it applied only to the period following the termination of lend-lease 
because the United States stopped making repairs, furnishing supplies and bunker 
oil to the Queens when the lend-lease arrangements were terminated. 

The information furnished in this memorandum has been obtained partly from 
our records, partly from conversations with representatives of the Treasury 
Department and of the lend-lease and surplus property staff of the State Depart- 
ment. I believe that it is reasonably accurate and, to a considerable degree, it 
conforms with my own recollection. I have been unable so far to obtain infor- 
mation of any pertinence with regard to the overall lend-lease settlement between 
the United States and the United Kingdom which would be of value with respect 
to the subject matter under discussion. 

Attachment. 

Hountincton T. Morse. 


(Enclosure 5) 
Juty 15, 1952. 
Memorandum for file. 
Subject: British Passenger Ships Queen Mary, Queen Elizabeth Operations During 
World War II. 


In connection with a broadcast made by the Secretary of Commerce on July 2, 
1952, an effort was made to determine the relative cost of transporting troops in 
the steamship United States, one of our war-built P—-2 type troopers, and in the 
British “‘Queens.”’ 

In connection with the Queens, it was clearly established that actual payments 
were not made but that American troops were carried in those vessels on a reverse 
lend-lease basis, estimated costs of which were ultimately set off in settling the 
lend-lease accounts. 

In all cases it has been assumed that subsistence for American troops was pro- 
we by the Army directly and estimated at an average figure of $1.50 per man 
per day. 

It also appears reasonably well agreed that the cost of operating the Queens in 
the transatlantic run as troopers, excluding passenger subsistence, ran approxi- 
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mately $1,600,000 per month per ship. At the maximum capacity of 15,000 
troops the cost per man per voyage for transportation only, at a speed of about 
30 knots, therefore is estimated at $53.30 (see note 1) assuming ship full one way, 
empty other. 

In the steamship United States, with a capacity of 14,000 men and an average 
cost of operation, excluding subsistence of passengers, as a trooper of $1 million 
par geen, at a speed of 32 knots, cost per man per voyage would be $33.30 (see 
no ; 

In the war-built P-2 troopers having a capacity of 5,250 troops and an average 
cost of operation of $295,000 per month, cost of transportation only, at a 20-knot 
speed, is estimated at $38.50 per man per passage (see note 3). 

The offset figure finally calculated for the Queens seems to be well established 
at £20 per man per transatlantic voyage or $80 on the basis of a 15-day round 
trip. 

E. L. Cocurang, 
Maritime Administrator. 


Nore 1.—2 voyages per month 15,000=30,000 men per month 


1 $53.30 per passage 


Norte 2.—2 voyages X 14,000 a= 30,000 men per month 


310) $33.30 per passage 


Norte 3.—1.5 voyagesX 5,250—=7,675 men per month 


295, 000 
Sie = $38.50 per passage 


[Enclosure 6] 
Aveust 5, 1952. 
Mr. Fittmore Hype, 
New York University, Office of Publications and Printing, 
Washington Square, New York 8, N. Y. 

Dear Mr. Hype: In your letter of July 8 you asked about the cost to the 
United States of transporting troops on the Queen Mary, Queen Elizabeth. The 
following information has been furnished me by the Maritime Administration in 
the Department of Commerce and may prove helpful to you in answering your 
Canadian correspondent. 

During the buildup of American forces in Europe prior to the Normandy inva- 
sion, the British made the Queen Mary, Queen Elizabeth available for transport of 
American troops on a general “reverse lend-lease”’ understanding. This country 
contributed much of the maintenance of the ships and provided subsistence for 
the embarked troops. Actual exchanges of funds or even of accountings, how- 
ever, were not involved during this period. 

Toward the end of the war and in the demobilization period an effort was made 
at accounting so that offset charges could be set up in balancing the overall lend- 
lease account between the two nations. I am advised that the offset figure for 
accounting purposes was taken at approximately £20 sterling per man. Since 
more than 1 million men were transported, the total offset charges were well up 
in the tens of millions of dollars. e figure of $100 per man was derived from 
using the old exchange rate of $4.80 per pound. Since exchange at the time was 
$4.03, a figure of $80 per man would be more nearly correct. 

Incidentally, may I compliment you on your Reader’s Digest article. 

Sincerely yours, 

CuHarRLes SAWYER, 
Secretary of Commerce. 

Maritime Administration, 

ELCochrane/hej 7/21/52. 

Rewritten: Henry Scharer 7/28/52. 

ec: Administrative officer, signer’s copy, Maritime Administrator, room 4842, 

general files, Maritime Administration, room 4067. 
Mailed August 5, 1952, by HS. 
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Senator Porrer. Admiral, yesterday you were asked about our 
experiences during World War II in regard to the availability of allied 
shipping to us and to the extent we furnish shipping facilities to our 
allies. You gave a very clear answer as to the cooperation arrange- 
ment between our allies. 

If you would bear with me, I would like to take this opportunity 
to read just a paragraph from Winston Churchill’s book The Hinge 
of Fate, which I think gives a pretty good picture that that coopera- 
tion did exist. This is on page 199 of his book. 

Shipping was at once the stranglehold and sole foundation of our war strategy. 
With the entry of Japan into the war, the strength of the Anglo-American military 
effort depended almost directly upon the replacement of our shipping losses by 
new production. During the first 6 months of 1942 the sinkings of British and 
American vessels were nearly as heavy as for the whole of 1941, and exceeded the 
whole shipbuilding program by nearly 3 million tons. At the same time the de- 
mands of the American Army and Navy increased enormously. But already in 
March the United States building program for the following year was raised to 
14 million tons. By May 1942, the Americans balanced their current losses with 
new ships. It was only late in August that this goal was achieved by the Allies 
as a whole. Another year elapsed before we could replace all our earlier losses. 
In spite of increasing American commitments, we were allowed to retain in our 
service nearly 3 million tons of American cargo and tanker shipping. Even this 


generous decision on the part of the United States did not make up for the mount- 
ing casualties in the British Merchant Navy. 


He goes on to say— 


The whole scene was soon to receive a brighter light from the first American naval 
victories over Japan in the Pacific, and all sea problems were eventually to be 
solved by the stupendous United States construction of merchant vessels. 

I think that bears out the testimony you gave, that even with all 
the fine cooperative effort with the British merchant fleet and ours 
combined, there was still a great lapse there, which in another emer- 
gency may not be working in our favor. 

Admiral Witson. That, of course, is the philosophy that is behind 
the statement contained in my statement of yesterday, that we should 
place maximum reliance on the defense of the United States in an 
American-flag merchant marine. 

Mr. Drewry. Your statement as to sizes, composition, and so on, 
are directed to that alone, not to any supporting effort that we might 
be called upon to make? 

Admiral Wiison. That is correct. 

Senator Porrer. Admiral Wilson, I want to thank you for your 
most cooperative effort. I know the maritime industry and the people 
who recognize the situation, know the merchant marine is an arm of. 
our national defense, and will be most appreciative for your efforts, 
for the first time in a long time, to give us the military needs of our 
merchant marine. 

I know a lot of work has gone into this. I sincerely hope this is a 
continuing effort. We want to assure you this committee will work 
with you. We are not after anyone. We are seeking information. 
I think it will be a great help to the merchant marine to have spelled 
out just what are the requirements for national defense of the merchant 
marine. Thank you kindly. 

Admiral Witson. Thank you, Senator. It has been a privilege 
and a pleasure to be here. 








